








THE PENNSYLVANIA RAILROAD 


SUMMARY 
OF ANNUAL REPORT 
FOR 1935 


HE 89th Annual Report of the Pennsylvania Railroad Company covering 

operations for 1935 will be presented to the stockholders at the annual meeting 
on April 14, 1936. The report shows that total operating revenues increased over 
1934 by $24,143,487, or 7% (due in part to increase in freight rates), but con- 
tinued subnormal, being +6% less than the annual average for 1925-1929. Operat- 
ing expenses increased $17,132,347 (due principally to higher wages). The Com- 
pany earned a net income of $23,849,798 as compared with $21,633,965 in 1934. 
Surplus for 1935 was equal to 2.8% upon the outstanding Capital Stock as com- 
pared with 2.5% in 1934. Surplus per share (par $50) was $1.38 as compared with 
$1.23 in 1934. 

OPERATING RESULTS 


Comparison with 1934 

1935 Increase or Decrease 

Torat OPERATING REVENUES were $367,812,186 I $24,143,487 
ToTraL OPERATING EXPENSES were 263,100,184 17,132,347 


I 
LEAVING Net RevENUE of 104,712,002 I 7,011,140 
TAXES amounted to 25,234,425 I 1,502,999 
EqQuIPpMENT, JOINT FaciLity RENTs, etc., amounted 

9,082,936 D TSL285 





LeAvING Net RatLway OPERATING INCOME of.... 70,394,641 6,259,354 
INCOME FROM INVESTMENTS AND OTHER SOURCES 
36,413,423 3,600,468 


Makinc Gross INCOME of 106,808,064 2,658,886 
RENTAL Paw Leasep Lines, INTEREST ON FUNDED 
DesT AND OTHER CHARGES amounted to 82,958,266 443,053 








Leavinc Net Income (Equal to 3.6% of Capital 
Stock ) 23,849,798 2,215,833 


APPROPRIATIONS TO SINKING AND OTHER Funps, 
etc. 5,721,402 I 279,497 


SurpLtus (Equal to 2.8% of Capital Stock) 18,128,396 I 1,936,336 





Dividend of 2% ($13,167,696) was paid on February 29, 1936, to stockholders 
and charged against net income for 1935. 


Splendid work has been done by our employes in accomplishing the results 
recorded. The Company’s stockholders and bondholders can materially aid by 
helping to secure additional traffic and thus increase revenue. The Pennsylvania 
Railroad cordially invites their active interest in getting people to travel and ship 
via the Pennsylvania Railroad. 


Philadelphia, Pa., March 30, 1936 M. W. CLEMENT, President 


THE PENNSYLVANIA 
RAILROAD 


SHIP AND TRAVEL VIA PENNSYLVANIA 


Stockholders can obtain copies of the Annual Report from 
J. Taney Willcox, Secretary, Broad Street Station Building, Philadelphia, Pa. 
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12.000 


Inquiries a Month 


Net Paid Circulation 
Now Over 54.500 


Coincident with the increase in our 
net paid circulation during the 
past six months, from 33,000 to 
54,500, the number of reader in- 
quiries has also shown a tremen- 
dous growth. 


12.000 readers every month are 
writing for advice on securities, 
advice on corporation manage- 
ments and prospects, advice on 
brokers to handle their business. 


Here is proof positive that our 
advertising pages will bring busi- 
ness to you—business from people 
ef wealth and from executives con- 
trolling big corporation purchases. 
For further information write 


The MAGAZINE OF 
WALL STREET 


90 Broad Street New York, N. Y. 
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Salutary New Margin Regulations 


HATEVER the fundamental 
merits of the old margin regu- 
lations, they were altogether 

too complicated. By abandoning them 
for a straight percentage of market 
price the Board of Governors of the 
Federal Reserve System have relieved 
brokers of much trouble and placed 
the average man in a position where 
he can work out for himself how he 
stands on his security borrowings. By 
placing bank loans on securities on the 
same basis the Board has put banks 
and brokers on an equal footing. 

The new regulations which became 
effective April 1 place the maximum 
loan value of any listed security, 
whether stock or bond, at a flat 45 per 
cent of its market value. This means, 
of course, that the customer must put 
up 55 per cent of the market price in 
his own money. It does not, however, 
mean that he must maintain constantly 
a5} per cent margin. Having origin- 
aly put up this much, the point at 
which he will be called for additional 

margin in the event of a decline in 
price remains a matter for the indi- 


vidual discretion of his broker or bank. 
Even should the security decline so 
far in price that it entirely wipes out 
the equity, the Board of Governors 
will not interfere in any way. 

As has been said, the great advan- 
tage of the new regulations is sim- 
plicity. Prior to this, margin require- 
ments were fixed at 55 per cent—at 
one time 45 per cent—of the current 
market price, or 100 per cent of the 
lowest price registered since July 1, 
1933, could be borrowed. In no event, 
however, could a buyer put up less 
than 25 per cent of the market value. 
This had a curious effect. Suppose a 
stock were selling at 100, having 
sold as low as 75; it could be bought 
by putting up $25 a share. Suppose 
now that the stock rises to 150: It 
has no more loan value than it had in 
the first place, for one could borrow 
only 45 per cent of the market price, 
which is $67.50, and so one would 
have to fall back on the basis at which 
it was originally purchased—that is, 
borrowing 100 per cent of the low, or 
$75 a share. There was thus created 


what became known as an anti-pyra- 
miding zone, a zone in which paper 
profits could not be used to purchase 
additional stock, the objective, of 
course, being to curb excessive specu- 
lation. Whether it had indeed this 
effect is questionable, for it must be 
borne in mind that some of the wildest 
speculation in history, the South Sea 
Bubble and the Dutch Tulip boom for 
example, were carried out on a cash 
basis. 

Apart from the factor of simplicity, 
the general effect of the new margin 
rules is somewhat stricter require- 
ments. They have no effect upon the 
stocks outside the anti-pyramiding 
zone, for the requirements are the same 
as before. For the stocks inside that 
zone, however, it means that they must 
be margined by 55 per cent of the 
market value, instead of possibly as 
little as 25 per cent. Slightly tighter 
margins are not particularly important 
at the present time, for seldom have 
we had as extensive and lengthy bull 
market so largely financed on a cash 
basis. 
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For Greatest Progress in 1936 
—Consumers Goods? —Heavy Industries? 
By JoHN D. C. WELDON 
Are the heavy goods industries nearing a peak—or will new forces carry them into a 
further advance? For some time the heavy industries have overshadowed improvement 
in the consumer lines. Will this position now be adjusted—reversed? Here are questions 
of practical importance to investors and executives in all fields of industrial enterprise— 
answered by a recognized expert. 
How the New Taxes 
Social Security — Corporate Surpluses 
Affect Investment Selections? 
By J. C. CLirrorp 
What the social security and other corporate taxes will cost the companies this year 
and 1937. This consideration is an important factor in selecting securities for either 
speculation or investment. 
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To invest successfully in 1936 you must act on facts. Earnings, 
financial positions, and actual prospects will be more important 
to you then than at any time in recent years. To aid you in deter- 
mining the facts about the various industries, and the situations of 
individual companies in these industries— 
Offers Its Fourteenth Yearly 
A Yearbook of Financial, Industrial, Security Facts—prepared in 
Facts, Graphs, Statistics that will help 7” original style that saves your time, yet gives you complete in- 
make your 1936 investment plans. formation on every important industry—company—and security. 
E. 
ee Our 1936 Manual, now off the press, contains a complete statistical record 
for the past three years on all the leading companies in every important 
F actual industry—in addition to high, low and last prices for 1935. 
The clarity and simplicity with which all data and interpretive comment is 
and presented, offers you a complete, accurate picture—not only of the individual 
corporation, but of the industry of which it is a component part. This infor- 
Interpretive mation can be invaluable in mapping your investment course throughout 
1936. It can help you to determine which securities to discard and which 
@€ to hold—and enable you to build a sound investment foundation. 

One hundred tables and charts illustrating basic conditions in important industries, and fully detailed 

tables giving leading companies’ earnings, financial position, etc., over a period of years. Practically 

every company of importance whether listed or unlisted is included. The data gives a complete record 
of their progress or decline, points out their future prospects. 

MARKETS . . . DOMESTIC TRADE AND BUSINESS .. . 

Analysis of the Stock Market for 1935 with 1936 Outlook. Analysis of the Business Situation from the standpoint of 

~ the Industrial and Security Experts of The Magazine of recent events and prospective trend. 
an Gaseet. Rania etnias Conlin, Suiltatton Dein Teen’ 
—Comparison of earnings of all leading companies for several —Record af endection of caine Guainadibiies pe ‘Hew Produe- 
slits Geach "Listings. N ~~ baer % 

—Stock Market Prices 1934-1935. ee 
mt ae ee Prices. 
Jur’ arke rices, 
SECURITIES .. . 
3 — gw a Financial Position. Tlus 
trated wit arts and Tables. 

BONDS Ren —Railroads —Chemical Steel —Shipping 
—Bond Market Prices for 1935. —Public Utilities —Leather —Coal —Tobacco 
—Aralysis of Bond Market for 1935. —Food and Packing —Accessories —Oil Radio and 
—Bond Financing —Chain Stores —Textiles —Tires —Communications 
—Unlisted Bonds. —Mail Order —Mining —Paper 
—Curb Bonds. —Automobiles —Machinery Sugar 

* This compilation is not for sale. It is prepared for THE MacazinE oF WALL StrEET subscribers—and 

because of the cost of preparation and publishing it can be offered only to our 1936 yearly subscribers. 

alaaienieetenienionteetontanieeieniontentontontentonlonten —Mail This Coupon Today—————-————-——--——-—----—--- 

The MAGAZINE OF WALL STREET SPECIAL FREE Manual Offer 

90 Broad Street, New York, N. Y. 

I enclose $7.50. Send me THE MAGAZINE OF WALL STREET for one year (26 issues), beginning with the next 

issue. It is understood I am to receive your 1936 Manual by return mail free. Further, I am to enjoy full privil- 

eges of your Personal Service Department. 
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Publishers Note:—If you are already a subscriber, your subscription will be extended from present date of expiration. — 
Canadian postage 50c, Foreign $1 a year additional. 4-11-M 
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The Trend of Events 


HE anti-trust acts being 
what they are trade 
associations can not 

complain of the Supreme Court’s decision in the Sugar 

Institute case. Potential price competition is essential 

to the maintenance of competition, although it may well 

be unfair competition and even tend to the destruction 
of all competition. At the same time it is undeniable 
that ever since the Sherman act became law the effort 
to evade the prohibition of price agreements has been 
persistent and continuous. The decision in the Sugar 
Institute case should make it clear that it is hopeless to 
fix prices by agreement and remain within the law. If 
there is something inherently destructive in price com- 
petition the remedy is in amendment of the law and not 
in further efforts to obtain relief through judicial inter- 
pretation. There is nothing of the persecuting spirit in 
this decision; indeed the court is sympathetic with the 
efforts of the Institute to improve conditions in the sugar 
industry. There is nothing in the decree to interfere 
with the activities of trade associations which aim at 
the avoidance of destructive price competition through 
the gathering and publication of statistics and of trade 
practices—nothing to prevent the announcement of past 
prices or even the dissemination of information concern- 
ing intended prices. There is no conflict with codes of 


NO PRICE FIXING 
WITHIN THE LAW 


trade ethics aimed at unfair trade practices. Business 
is not menaced by this decision any more than it has 
been menaced ever since the Sherman act was passed, 
and particularly since the Clayton act. The national 
policy is patently against the determination of prices by 
agreement. It is often disastrous to the public welfare 
but it is established and probably permanent. And it is 
well to keep in mind that group price fixing is an open 
door to another dose of something like N R A. 
inflation is that 


it wipes out 


debt. So it does, but it also wipes out savings and 
working capital and character, leaving ruin in its wake. 
Easy money accomplishes a desirable objective that 
printing press money can never attain. We have had 
easy money for several years, and because of it our 
debt burden steadily becomes lighter in that the service 
of it costs less. Both the Government and industry 
have been re-financing at record low rates. 

Corporate refunding operations in 1935 were in the 
largest volume in our history. Exclusive of the Gov- 
ernment’s issues, financing in the first quarter of this 


—— 


EASY MONEY LIGHTENS 
THE DEBT LOAD 


HE argument for 
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year was approximately $1,100,000,000 or three times 
the total of the first quarter of last year. Some 20 per 
cent of this represented the raising of new capital, al- 
though more by municipalities than by industry. The 
current month’s financing will top that of March, prob- 
ably exceeding $530,000,000. 

To the extent that Government control of the capital 
market was formerly regarded as a barrier to recovery, 
the barrier is now down. The machinery of regulation 
has proved workable. It remains for further growth 
of confidence to shift emphasis from refunding, at imme- 
diate savings in interest, to the bolder new capital 
financing that will take heavy industry over the top. 


—_~ 


CONSUMERS DECIDE 
THE FATE OF COAL 


F you would rather 

drink beer than milk 
no amount of Gov- 
ernment planning at Washington can alter your prefer- 
ence; and if millions of people shared your taste it 
would be quite futile for legislators to pass a law de- 
signed to save the milk industry by fixing its terms of 
wages, hours of work and, incidentally, raising its prices. 
Yet, in the Guffey Law, this is precisely what the Gov- 
ernment has tried to do for the bituminous coal indus- 
try. 
The Supreme Court will soon pass upon the consti- 
tutionality of the Guffey Law; and advocates of this 
“little N R A” for bituminous coal apparently entertain 
a pathetic belief that the fate of the industry hangs 
upon the decision of “the nine old men.” It does no 
such thing. The fate of coal hangs upon the decision 
of millions of consumers who during the past three 
decades and especially during the past fifteen years have 
increasingly preferred fuel oil, natural gas and water 
power to coal as sources of heat or energy. Bituminous 
coal had 90 per cent of the energy market in 1899. To- 
day it has little more than 50 per cent. Over the same 
period demand for anthracite coal has been cut by about 
two-thirds. 

If upheld by the court, Government planning for coal 
is going to be a great help to fuel oil, natural gas and 
water power. Any “planning” that ignores so simple 
a reality as consumer preference is not only futile but 
inevitably will backfire. Genuine planning is one thing. 
Wishful thinking is another. Men who have to think 
of every measure in terms of politics will always find it 
hard to make the distinction. 


=~ 


HE movement to 

seek a greater de- 
gree of “social se- 
curity” through collective action is here to stay. It is 
agreed that the objective is desirable; but beyond this 
easy generalization lies the real problem —that of 
method. The objective is illusory if the method of 
approach is unworkable; and it will be the method, 
rather than the objective, that the United States Su- 
preme Court will ultimately pass upon in determining 
the validity of the Social Security Act. 


A GOOD OBJECTIVE 
IS NOT ENOUGH 


. 


In the first significant legal test of “social security,” 
Supreme Court Justice Pierce H. Russell recently held 
the New York State unemployment insurance act “in- 
valid, unconstitutional, illegal and void.” The decision 
attacked specifically the principle of lumping into a 
common pool the unemployment insurance funds raised 
by taxation of all corporations employing more than a 
specified minimum of workers. This common pool prin- 
ciple is the same as in the Federal law. 

“The compulsory contribution by an employer to be 
paid as an unemployment insurance benefit to an em- 
ployee of another,” ruled Justice Russell, “is invalid 
under our system of government; and constitutes un- 
warranted, unreasonable and arbitrary transfer of the 
property of one to another in violation of the due 
process clause of the Constitution.” 

Experience will undoubtedly make many modifica- 
tions of the Federal law necessary, for whereas Chair- 
man John G. Winant of the Social Security Board 
states that all that is desirable is incorporated in the 
law, he fails to observe that much that is undesirable 
is also incorporated. Among the latter the common 
pool principle of unemployment reserves seems to our 
lay mind to stick out like a sore thumb. The remedy 
is the simple one of segregating such reserves for each 
corporation, as is now done in Wisconsin. We see no 
logic in taxing a motor manufacturer in Detroit for 
the benefit of workers let out by a corset manufacturer 
in Brooklyn. 


—_~ 


9 IS an ill wind that blows 
7 no one any good. Floods 
have brought destruction 
to many communities in the East but the aftermath of 
reconstruction is giving business activity in many lines 
a fortuitous fillip. Is there a net gain in this paradox? 
Probably not, if you reckon among other losses the vast 
quantities of fertile top soil swept irrevocably down to 
the sea; but destruction of man-made wealth does quickly 
what depreciation and obsolescence do slowly. Out of 
the war-torn ruins of northern France arose new and 
better structures, contributing greatly to industrial ac- 
tivity during the period of reconstruction. In our 
flooded areas, homes, stores and factories are not only 
being rehabilitated but in many instances made better 
than before. Reckoning the cost of repairing an obso- 
lete machine, a manufacturer decides to add a bit and 
buy the latest thing. Lumber, steel, paint, cement—all 
the things that go into structures, bridges and street 
pavements—are now feeling the lift that follows appar- 
ent disaster. 


FLOODS MAKE 
BUSINESS 


~~ 
THE MARKET UR most recent investment 
PROSPECT advice will be found in the 


discussion of the prospec- 
tive trend of the market on page 754. The counsel 
embodied in this feature should be considered in con- 
nection with all investment suggestions, elsewhere in 
this issue. Monday, April 6, 1936. 
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As I See It 


“Man the Unknown” 


HIS amazing book—the work of that great 
surgeon, Dr. Alexis Carrel, throws the 
light of a scientist and a philosopher on the 
problems and conflicts that convulse mankind 
today. If we could see ourselves as Dr. Carrel 
sees us,—and then did something about it,— 
we might set in motion a force for good that 
would really help all mankind. ‘After all,” 
as Dr. Carrel so truly says, “the purpose of 
civilization is not the progress of science and 
machines but the progress of man.”’ 
Throughout the centuries men have set up 
one system after another to establish equality, 
freedom and happiness. One after another 
these ideas, so enthusiastically proclaimed as a 
means of achieving the goal of civilization have 
been discarded and replaced by some new 
theory. In spite of the resulting periodic con- 
vulsions, men still continue to attempt to make 
over the world on a basis of 
newer doctrinarian and vi- 
sionary expedients,—which 
result merely in the shifting 
of power from one group to 
another, while the basic prob- 
lem of the civilization of 
mankind remains unsolved. 
Today the chaos contin- 
ues, with revolutionaries all 
over the world furiously at- 
tempting to remake the un- 
known. The whole world is 
being torn to bits while a 
few leaders irresponsibly pro- 
pose the reconstruction of 
society on the basis of a 
purely mental conception of 
an abstract man. We are 
led by thinkers who are as 
remote from the knowledge 
of individual men as the 
masses they would enlighten 
and lead. 
We agree with Carrel that 
“it is chiefly the intellectual 
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—~ By Charles Benedict 


and moral deficiencies of the political leaders, 
and their ignorance, which endanger modern 
nations.’ That,—‘‘the systems of government, 
entirely constructed in the minds of doctrin- 
aires are valueless." That,—‘‘the principles of 
the French Revolution, the visions of Marx and 
Lenin,” and their offshoots of Nazism and 
Fascism ‘‘apply only to abstract men.”’ 

We owe a great deal to Dr. Carrel for giving 
us his enlightened views—for the example of 
his courageous stand for the truth at the risk 
of violent criticism and abuse from those who 
would like us to believe that science is infallible. 
And, for making us think! 

Civilization progresses very slowly because 
the truth of harmonious living is in constant 
conflict with man’s experience in his daily 
activities. The art of living as it is practiced 
in the modern world, where the masses look 
to those in high places for 
guidance, is far from inspir- 
ing. It has resulted in a 
general deterioration and de- 
cadence of people in all walks 
of life. 

Men do not meet each 
other individually or collec- 
tively on a sound basis of 
justice and fairness; but on 
the most primitive plane,— 
that of dog eat dog. Too 
infrequently are problems 
adjusted with either side 
thinking of the necessity of 
the other. For example, Eu- 
rope today is not concerned 
with the fundamentals of the 
problem of a lasting peace,— 
but merely with the exigen- 
cies of the moment. Each 
country is trying to gain 
its point—to hold every ad- 
vantage—and each is intent 
on the game of outwitting 

(Please turn to page 807) 
753 








What’s Ahead for the Market? 


By A. T. MILier 


HE traditional technical difficulties that a bull 

market encounters in February or March have 

been surmounted without more than a tem- 
porary pause in investment demand and sufficient in- 
dividual correction in various over-exploited issues to 
produce a fairly extensive period of irregularity and 
a slackening of the pace of speculation. 

If the internal structure were vulnerable after a 
year or broad advance and if sig- 
nificent general reaction were in 
the making, one can only say that 
the past two months have afforded 
ample opportunity for such a de- 
velopment, what with the trend of 
business activity downward during 
most of the first quarter, the Euro- 
pean war scare, another assault on 
the position of the French franc, 
widespread floods and the invest- 
ment and business uncertainty that 
necessarily attends formulation of a 
revolutionary tax program at Wash- 
ington. 

Once more in a period of hesita- 
tion, however high various popular 
equities may appear in relation to nearby earnings, 
significant liquidation simply has failed to appear. 
And once more the shrinkage of trading activity to a 
level well under the 1,000,000-shares-a-day figure on 
dribbling reaction has indicated a line of least re- 
sistance still upward. In the existing basic setting 
such a demonstration is all that is required to pro- 
duce some revival in speculative optimism, with the 
result that at this writing selective advance has been 
resumed. It has taken only a light volume of buying 
to carry numerous industrial issues to new recovery 
highs, with the rail and public utility groups partici- 
pating thus far but modestly on the rally. 

In the absence of any substantial gold flow to this 
country there is some indication that foreign invest- 
ment buying is less of a factor than it was a few 
months ago. Nor does it appear that accumulation 
by domestic investors is as persistent and as broad as 
it was during most of 1935. This can hardly be 
regarded as surprising in view of the broad scope of 
the advance already achieved, the high level of many 
of the most desirable equities, some doubt as to the 
consequences of a probable revaluation of the French 
franc within the next few months and—with our 
national election looming up just seven months hence 
—growing conjecture as to whether the “easiest” 
phase of stock market recovery may not have been 

experienced. 

The bearish argument is advanced that the infla- 
tion factor—by which is apparently meant currency 
inflation—has evaporated; and that without the sup- 








port of “inflation sentiment” the market should flat- 
ten out or decline. As a matter of fact, speculation 
centered on the inflation theme has been absent for a 
long time, excepting in temporary and meaningless re- 
currences at a few intervals. Declining speculation 
in the commodity markets plainly has reflected the 
shift of interest to business recovery and to common 
stocks. The volume of trading in the commodity 
markets last year was about 15 per 
cent under that of 1934 and the 
comparison would be even more 
striking if purely professional trad- 
ing were eliminated. It is to be 
doubted that commission house busi- 
ness in commodities today reaches 
30 per cent of the average 1934 
volume. 

But on no subject has there been 
more loose reasoning than on infla- 
tion, itself a notoriously loose word. 
At no time has there been any in- 
tent of the Roosevelt Administra- 
tion to start up the printing presses. 
We have had, and continue to have, 
just one kind of inflation—the Gov- 
ernment’s budgetary inflation. Yet that is precisely 
the way all fiat money inflations originate and that is 
the continuing heart of our monetary uncertainty— 
an uncertainty relieved by faith in the Federal credit 
and belief that our deficit financing will cease before 
the danger point is reached, but an uncertainty 
nevertheless. 

Hence the only inflation factor that has actually 
disappeared from the market is the erroneous specu- 
lative conception of our inflation possibly entertained 
by some and exploited by many. Make no mistake, 
however, in the very real and continuing effect of 
Federal budgetary inflation upon genuine investment 
policy. The prospect of further deficit financing for 
an indefinite time is no reason for investors to rush 
into the market and buy indiscriminately, but, along 
with confidence in the longer business trend and the 
reality that cashing profits would merely take large 
security owners to the tax collector for cleaning, such 
basic monetary uncertainty as persists in our situation 
does preclude any general urge to liquidate stocks. 

And as long as investors for any reason or for 
various reasons decline to liquidate, speculative selling 
can make no significant dent in this market. Accord- 
ingly, there is nothing for the professional element 
to do but exploit the line of least resistance—which is 
upward—as far as opportunity and the prevailing 
technical setting make possible. 

It may very well be that the “easiest” phase of 
market recovery has been seen for some time to come, 
and that future advance will be along highly selective 
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The economic and financial fundamentals making for gradual re- 





covery in stock values are unchanged and the immediate technical 


setting of the market appears strengthened. With business activity 


rising, we favor discriminating purchases for investment or for in- 


termediate speculation. 


lines; but while the majority of listed issues hold firm, 
the concentration of attention from week to week on 
a mere handful of well situated stocks is sufficient to 
maintain a gradual upward trend. The market has 
seemed slow-and irregular throughout most of the 
first quarter of this year, yet for this period our com- 
mon stock index shows a net gain of about 14 per 
cent, not only far more than during the first quarter 
of last year—during most of which the price trend 
was downward—but greater than in the first quarter 
of either 1928 or 1929! Just a persistent, selective 
advance, without much excitement. 

Reflecting the selective nature of the present move- 
ment, many consumption goods issues long laggard 
have come into increasing favor on the theory—quite 
valid—that they look relatively attractive as compared 
with many issues which, while possessing a more 
dynamic long range prospect, have gone perhaps a bit 
too fast in discounting that prospect. Indeed, it ap- 
pears that the demonstration of strength in some of 
the consumption goods issues, notably the mail order 
and certain chain store equities, went far to convince 
the professional element that the market was not 
ready to go into reverse, with the somewhat curious 
result that speculative buying was resumed in a fairly 
general section of the industrials, including some in 
the heavy goods category! 

At the start of the second quarter, with business 
activity moving up, it appears reasonably clear that 
nothing but some external development of a surpris- 
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ing and shocking nature could present more than 
temporary, technical difficulties for the market. War 
threats in Europe having fizzled out for an appar- 
ently indefinite time, we are unable to imagine from 
what quarter such a shock could come. If the French 
franc is revalued, it will hardly be until some time 
after the French elections, to be held late this month; 
and revaluation, if it comes, will probably be similar 
to the action of Belgium taken just a year ago: that 
is, a definite gold standard revaluation of 20 to 25 
per cent. Since this eventuality has now been dangled 
over the head of the stock market for fully two years, 
it is greatly to be doubted that it could prove to be 
more than a temporary shock, without effect on the 
major trend. 

Business activity in the aggregate has already re- 
gained the losses caused by recent floods in the New 
England and Middle Atlantic valleys, and, indeed, 
the work of reconstruction has imparted an additional 
impetus to industry in structural demand for steel, 
lumber and paint and in quickened demand for ma- 
chinery and equipment. Steel activity has spurted to 
an operating rate around 64 per cent of capacity or 
the highest level in nearly six years. 

In the economic and financial fundamentals there 
is no cause for altering a conservatively bullish in- 
vestment attitude. In both the fundamentals and the 
present technical indications there is support for dis- 
criminating speculative purchases for intermediate 
trading purposes. 
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Happening in Washington 


By E. K. T. 


It is not generally real- 
zed that the Ways and 
Means Committee is not pro- 
posing to tax undistributed 
profits directly. The proposed 
plan has finally become, in 
fact, a graduated tax on cor- 
poration net income which 
runs up as high as 42.5 (as 
against 15 per cent at present.) 
The graduation is inversely ac- 
cording to the proportion of 
net income that is paid out in 
dividends; but the rate, as thus 
determined, is applied to the 
whole of the net income of the 
corporation. In its present 
revised form the new tax 
scheme makes it possible for a 
corporation to put by a neat 
nest egg, if it is not guilty of 
greater size than a net income 
of $10,000 a year would in- 
dicate, without paying as great 
an income tax as at present. 
For example: a corporation 
with that income which holds 
back 30 per cent of its adjusted 
net income would pay a tax 








Washington Sees— 


Ways and Means Committee distracted over 
revelations of boomerang results from penal- 
ties on retained profits. 


Administration driving wedge between large 
and small corporations and between large 
and small taxpayers. 

President’s policies interpreted in his state- 
ment that politics is largely adjustment of con- 
flicting economic interests. 


No processing taxes. 


Big flood control appropriations—with no cor- 
responding taxation. 

Ditto for Ickes Public Works. 

Failure likely of railway-labor conference on 
protection of employment—W heeler-Crosser 
bill to pass. 

Railway freight surcharges to vanish. 

Supreme Court disposition of utilities law—off 
until 1937—a tactical victory for administra- 
tion 

Currency and pension delusions go up in 


allowed to the citizen who 
puts his money into a cor 
poration, a privileged busi- 
ness form created by law, 
which has stop loss barriers. 


Little corporations and 
little fellows not in corpora 
tions — partners, individual 
business men and salaried 
people—are told that the new 
taxation plan does not add to 
their burdens but does tend to 
shift the onus of taxation from 
their shoulders to the should. 
ers of more fortunate members 
of the community. 

Political effect is the big 
thing in the tax legislation. 
Ways and Means Commit: 
tee is not even considering 
processing taxation. New 
income tax approach plus 
the windfall tax is all it 
will hand the House when 
it fmally drafts a bill, about 
April 15. 


To the Senate will be left 


of only 7.5 per cent on that smoke. 


income. Even if the net in- 
come is more than $10,000 the 
taxation rate will be “only” ; = 





Menacing revival of 30-hour week proposals. 


the brunt of meeting the Presi: 
dent’s insistence that all addi- 
tions to the expenditures side 
of the budget must be met by 





15 per cent. 


Administration protagonists are shrewdly (politic 
ally) endeavoring to drive a wedge between small sharehold- 
ers and large shareholders with respect to the tax legislation. 
Thus: If a company withholds profits from dividends at 
present, the little shareholder, like the big one, is still stand- 
ing his share of the corporation tax at the 12.5 to 15 per 
cent rate. But had the little fellow received his full share 
of all profits, thus shifting the whole tax on the corporation 
from its treasury to the pocketbook of the individual, he 
_ be paying only 4 per cent (that is, below the surtax 
evel.) 


Discrimination—It is also being pointed out to business 
people who are not incorporated that the people who are 
incorporated have an advantage over them. An individual 
or a partnership is automatically taxed on its net income, or 
profits; whereas an individual in a corporation pays no taxes 
on profits which are not turned into dividends. 

To these units of “the great common people” the 
idea is being “sold” that the effort to make the corpora- 
tions shell out is in part to be interpreted merely as ele- 
mental justice—as an effort to prevent a premium being 
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additions to the tax load. 


Processing taxes are opposed by farmers and organized 
labor. Farmers say those taxes reduce the prices they receive 
and increase the prices consumers pay. . . . There will be no 
processing taxes. 


Idea of penalizing accumulation of surpluses or re: 
serves has been shown in the hearings to be brilliant in social 
theory and perhaps in economic theory but so inequitable 
in application that justice could be done in practice only by 
an all-wise and powerful administrative agency considering 
each corporation by itself. Neither Congress nor the coun: 
try is in a mood for such a bureau. Don’t be surprised if 
this bill comes out of the Senate as practically a 25 per cent 
income tax with credits for large distributions. 


Pending legislation will be advanced or delayed by 
Administration forces in Congress according to appraisal of 
vote-making probabilities. 


(1) Long-and-short-haul amendment (Pettin 
gill of Interstate Commerce passed House but will die in 
Senate Interstate Commerce Committee, probably without 
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public hearings. Chairman Wheeler is 
from Montana and Montana, like the 
rest of the mountainous West likes the 
present rate structure—long haul rate 
equal to sum of shorter haul rates. 


(2) Modified Patman bill passed 
by House will go through Senate in 
some form. 


(3) Lobby bill passed by House and 
due to pass Senate will result in quies- 
cence of the Black lobby investigating 
committee. Black’s abuse of investi- 
gating authority of the Committee is 
deplored by the politically minded in 
the Administration. It is admitted to 
have revived fears that the New Deal 
is pointing toward tyranny. 


(4) Van Nuys bill making it un- 
lawful for an employer to influence the 
votes of employes will be adopted. 


Harris & Ewing Photo 


(5) Chances favor Wheeler anti- 
basing point bill despite roars of steel 
men in hearings. Helps small towns, 
promotes industrial decentralization. 


(6) Industry is showing great interest in anti-stream 
pollution measure, big attendance at hearings of a sub-com- 
mittee of the Senate Interstate Commerce commission. Ob- 
jective is commendable, but changes in waste disposition 
methods may be required too drastically and expeditiously. 
Enormous pressure in favor of bill by ever-growing stronger 
national sentiment in favor of conservation of resources. 
Better get in touch with your members of Congress. 


(7) No doubt about passage of Wheeler-Rayburn bill, 
amending Federal Trade Commission act. 


(8) Healey bill, applying NRA principles to firms 
working on government contracts, will 
probably pass house in modified form. 
If it does some sort of law will be en- 
acted, as the Walsh bill long ago passed 
the Senate. Best manner for opposing 
efforts is to defeat Healey bill—but slim 
chance. 


(9) Hearings on Wheeler- 
Crosser bill to forbid reductions in 
railroad employment (to become effect- 
ive when the Railway Emergency Act 
expires on June 16) bring out the 
eternal conflict between progress and 
present status. Congress wants lower 
railway rates and improved service, 
kicks the railways in the slats for having 
been dumb for years and yet opposes 
the economies which are necessary. 

Inside reports are that Presiden- 
tially fostered negotiations between 
the railway unions and the railways 
will fail, with certain result that 


Wheeler-Crosser bill will become Wide World Photo 





Rep. SAMUEL PETTINGILL 


Would let railways bid for long haul 


business 





at last minute. Insurance of loans was 
cut to 10 per cent fraction. Classifica- 
tion of new construction under $2,000 
as modernization was eliminated.— Will 
be restored for flooded areas. 


(11) Thirty hour week bills were 
revived by AFL lobbyists last week. 
White House silent support is expected 
if industry does not respond to Presi- 
dent’s appeal for more employment. 

Short week is another way to 
shift unemployment burden from 
public to private treasuries, but it is 

a gesture of despair—means deliber- 

ate acceptance of lower standard of 

living. But Administration feels it 
must soon show substantial reduc- 
tion of unemployment. 


Relief appropriation of $1,500,- 
000 is hanging fire. President has made 
no mention of funds for PWA to 
carry on. Look for $500,000,000 to 
bob up. Flood control programs are 
expected to give lift to employment by 
Government. Thirty local, regional or 
general bills of that nature have been 
introduced. 

You may expect that eventually there will be authori- 
zation for a billion-dollar program extending over ten 
years. Some hope is expressed that reconstruction in 
flooded areas will set off a general revival of heavy 
construction and residence building. 


Politics—Borah suffers from the recession of Townsend- 
ism. . . . Landon continues in the lead for the Republican 
nomination for president. . . . But it is clear that the con- 
vention will be in a deliberative position. . . . Wandenberg’s 
emergence as the Republican leader in the Senate despite 
Senator McNary’s official leadership makes him more and 
more of a possibility. . . . Friends advise him to stay out— 
want to save him untarnished by defeat 
for 1940. . . . Under cover, Republi- 
cans are more and more convinced that 
their fight this year must be mainly 
toward regaining strength in Congress. 
.. . Have no high hope of beating 
Roosevelt, but hope to be in a position 
to stop Rooseveltism in its tracks. . . . 
President's friends say his revolution is 
over, declaring that his second term will 
be one of consolidation of first term vic- 
tories, and not one of more “reform.” 
“Prosperity will make further crusad- 
ing futile.” 


Department of Labor tells em- 
ployers to cut out price cutting in or- 
der to meet demand for higher wages. 
Supreme Court (in Sugar Institute 
case) while conceding that price stabil- 
ity is a legitimate objective declares that 
price cutting must not be discouraged 
by agreement. 

Sugar decision is, however, con- 


law. Rep. Ropert-CRossER structive on the whole. Will not 
discourage but, rather, encourage 
(10) Title 1 (modernization) Would prevent railroad consolidations trade association. 


of National Housing Act was extended 
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from eliminating any jobs 


(Please turn to page 808) 
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ETAIL sales of 50 billions in 1929 

dropped to 25 billions at the bottom 

of the depression; rose to 32.5 bil- 
lions last year and will be between 36 and 
37 billions this year. That amount is equal 
to the entire national debt. 

The best sales showing that can be expected for 1936 is 
still 25 per cent below the 1929 level. Yet retailers consider 
that they are back to normal; earnings this year will be sub- 
stantial. The apparent discrepancy in volume is largely ac- 
counted for by the difference in prices, which average 16 
per cent less. Whereas the wholesale price index for 1929 
was 95.3 it is now 80, and also averaged 80 throughout last 
year. The average for 1933 was 65.9. Price level has much 
to do with retail volume in dollars. 

Retailers are looking for a rather marked increase in con- 

‘ sumer-goods prices about the end of May, reflecting in higher 
prices to the public about July. They expect the level to 
continue upward throughout the year until early December, 
when it will round like the top of a breaker and trend down- 
ward for a few months. Too many 
unknown factors affect 1937 to be 


New Trends 


Consumer 
Buying 


Retail Sales in Marked Up Trend Exert 


Important Influence in Many Lines 


By JoHN GUERNSEY* 





In 










Easter buying 
holds promise of 
reaching gratify 


ing proportions 

not only in urban 

centers, but 
throughout the farm regions where more cash is in hand than 
there has been for several years past. In addition, recent 
floods in eleven states are stimulating replacement sales of 
house furnishings, clothing, building materials and a host of 
miscellaneous articles. 

Retailers came through the depression in better shape 
than perhaps any major industry. They moved forward 
more quickly. Retail sales started their advance in August, 
1933, to November, 1933 (varying that much between dif: 
ferent sections of the country) and have gone ahead every 
month since, without a break. It was nearly a year later 
before the automobile industry screwed up its courage to 
resume volume production, resulting in an equally outstand: 
ing record of satisfactory results. The electrical appliance 
industry, never hard hit throughout 
the depression but always fearing it 





able to forecast prices beyond March 
or April. Price forecasting is highly 
important to retailers, who seldom 
speculate in commodities but are 
watchful to restrict buying a month 
or two ahead of an indicated break. 
Right now they are buying freely, 
with eight months of steadily rising 


: ; ee ; ee 
prices in anticipation. New York 
Meanwhile current trade is brisk. May © 
wien : Philadelphia... .. . 
ects Richmond........... 
* John Guernsey is editor of Retail Ledger, Atlanta....... 
The Magazine of Retail Management, and a 
recognized national authority on retail dis- Cleveland................ 
tribution. ' He has the advantage of many Chicago 
years of big-store operating experience, and was ower S 
oe in charge of sales of a Pacific ef 
oast group of department stores when selected A 
by the Government to head the first retail Kansas City... . 
census, part of the census of distribution of Minneapolis... .. 


1929. He was chosen again by the present 
Administration in 1934 to head the second 
retail census, part of the census of American 
business of 1933. He is technical consultant 
of the third census of business, now under 





Department Store Sales | 
by Federal Reserve | 
Districts | 


Gain over 1935 


San Francisco............ 
JC | i a er 


| would be, was next to get into vol’ 
ume production and aggressive pro 
motion, and you know the result. 
More refrigerators, washers, ironers 
and ranges were sold last year than 
in any year. Right now twelve lead 
ing manufacturers and the Edison 
Electric Institute are co-operating in 
a big promotion—“electrical house’ 


First 2 mos. Feb. | 
11% 14% 





- A keeping month”—to boost the sale 
i ie . a of electrical housewares (toasters, 
seh) percolators, irons, waffle irons, fans) 
12 «19 : 

- up to the same high level. . 
Retailers knew they had stamina 
7 11 : : k 
. and rebounding power, but it too 
: : | the depression to prove it to bankers 
. . | and investors. During 1933 you 

<< could pick up any number of g 
—_* store stocks at one-fourth their cut’ 





| rent prices. They still look cheap, 
and for these reasons: 
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758 


THE MAGAZINE OF WALL STREET 











In tl 
year p: 
tra pr 
ment 1 
hand a 
about 
leaseho 
good | 
at a pl 
of ave 
due to 
the sa 
propor 
wares, 
which 
ratio 
sales. 
In t 
the gt 
ment s 
mark 
Good 
relucta 
now a 
frankly 
service 
ers, SL 
dignifie 
increas 
ances, 
bathrov 
higher 
profit. 
Ano 
the cos 
mendo 
1920s | 
should 
public 
It didn 
the for 
deferre 
the we 
total 
But 
carryir 
most, 
count 
per cet 
notoric 
discout 
the olc 
half pe 
with r 
basis i 
per mc 
of the 
charge 
increas 
Fror 
of inst 
tailers 
You r 
would 
was b 
The n 
1929, 
retailer 
on the 
values 


jor Al 








uying 
se of 
atify: 
rtions 
arban 

but 
than 


ecent 
es of 
st of 


shape 
ward 
gust, 
. dif. 
very 
later 
se to 
‘and: 
lance 
hout 
ng it 

vol’ 
pro’ 
sult. 
ners 
than 
lead: 
lison 
g in 
yuse’ 

sale 
ters, 
1ns) 


nina 
ook 
kers 
you 
‘00d 
cur’ 
pap, 


ET 














cent, in merchandise of 30 to 50 per 





In the first place, this ir 
year promises some ex- 
tra profit from incre- 


cent, in fixtures of at least as much. 
Most retailers lost more in closed 





ment in (1) stocks on bs TTT] 


T T] T 
hand at any time up to HHH] 
about December; (2) Pe UORCRRER, 
leasehold values, with 7 | 
good locations already 
at a premium; (3) size 
of average transaction, 
due to higher prices and 
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EMPLOYMENT & PAYROLLS 








IT | banks than they lost in bad accounts. 
Hy || There was about 6.5 billion dollars 


aaneee | outstanding in 1929, and 98 per cent 


of it was collected. Instalment sales 
during 1936 will aggregate about 4 
billion dollars, and about that much 
will be outstanding at the end of the 
year. The loss on it will be insignifi- 
cant, not comparable to the cost of 











the sale of a larger 
proportion of home 9 overcoming sales resistance to create 
wares, the effect of i equal volume by any other means. 
which is to decrease the + se i Sourcasters predicted that the big 
ratio of expenses to o | ne an downtown stores with elaborate plants 
sales. PTT never would come back. Today they 
In the second place, : ratht ttt itt ewe ogee are as big and as popular as ever. 
the growth of instal- : They are spending $500,000,000 this 
ment selling has several / year for modernization. Even the de- 
marked advantages. PM TTTTTTTTT TTT TT TT TTT TTT partment store chains, such as Sears, 
Good stores, using it Roebuck and Montgomery Ward, are 
reluctantly in the past, " investing more each year in appear- 
2 Rom ior teeauenene Ua) Rta a Ds ONS, ance and location. The barns on the 


now are offering terms CRABS IRS OWS a4. 
frankly as an additional cia my. 





outskirts are doomed until the middle 








service to their custom. 
ers, since FHA has 
dignified this form of credit. It will result in substantially 
increased sales of furniture, floorcoverings, household appli- 
ances, heating plants and burners, modern kitchens and 
bathrooms, paint and many building supplies—items of 
higher than usual unit cost and therefore potentially higher 
profit. 

Another advantage of instalment credit is that it shifts 
the cost of credit from the store to the consumer. The tre- 
mendous growth of instalment credit houses during the 
1920s and throughout the depression, in spite of high rates, 
should have awakened good retailers to the fact that the 
public needed the convenience of paying out of income 
It didn’t do so, but they are awake to it now. Instead of 
the former high-hat attitude toward customers asking for 
deferred payments, stores now often emphasize the size of 
the weekly or monthly payment as frankly as they do the 
total price. They recognize the sales stimulant. 

But with this difference: Interest rates and 
carrying charges have been greatly reduced. At 
most, stores now use the FHA 5 per cent dis- 
count plan, which means a charge equal to a 9.7 
per cent interest rate. Even automobile financing, 
notoriously high, now is down to a 6 per cent 
discount basis. Many leading stores still stick to 
the old convenience rate of straight interest—one- 
half per cent per month on the decreasing balance, 
with no handling charge. A sound and growing 
basis is one-half per cent a month plus 10 cents 
per month for handling, including monthly billing 
of the instalment due. The ten-cent handling 
charge covers expenses, and the monthly billing 
increases collections materially. 

From the investor’s point of view, the growth 
of instalment accounts on the books of good re- 
tailers is no hazard. The depression proved that. 
You remember the forecasts of dire disaster that 
would overtake retailers “next depression”? That 
was before 1929. Well, it just didn’t happen. 
The most valuable business asset in November, 
1929, was accounts receivable of well-established 
retailers. They turned out to be worth 98 cents 
on the dollar, against depreciation in security 
values of you know what, in real estate of 40 per 
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of the next depression. The Wild 
Cats, Great Bears, Foozy Woozys and 
the wild animal regime in the food field are a depression 
phenomenon whose day is over for some time to come. They 
are fine investments not to be in. Choose instead the well- 
knit local chains with good locations. 

Count on it that well-managed department stores are sec- 
ond only to good local chains in desirability. They can be 
rated ahead of national chains, for the long pull. Next are 
ownership groups of department stores, such as Allied, Asso- 
ciated, Federated, Mercantile, National, Gimbel, May and 
many smaller groups. Then come local independents in 


other lines, such as apparel and hardware, with furniture 
stores particularly good for the next few years. 

The national chains are rated third instead of first be- 
cause (1) a good local chain can lick them every time; (2) 
anti-chain tax restrictions are becoming serious; (3) the 
Patman-Robinson “One-Price” bill is sure to pass, curbing 


Courtesy, United Drug 


Interior of one unit of the 12-car Rexall train, 
/ now on a coast-to-coast tour 
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inside deals, unearned ad- 
vertising and brokerage al- 
lowances and price conces- 
sions out of line with 
actual savings by reason of 
larger quantities. 

The chances are that 
national chains with the 
possible exception of mail 
order chains, are now close 
to or at a peak. I believe 
that their top manage- 
ments, among them some 
of the best executives in 
the retail field and the 
highest type of men, here- 
after must spend a large 


What Leading Merchandisers Say of 
the Future 


in Exclusive Statements to 
THE MAGAZINE OF WALL STREET 


Arthur O. Dietz, President 
Commercial Investment Trust, Inc. 


“We believe that the present increase in the sales of 
automobiles, household equipment of various kinds such 
as furniture, floor coverings and refrigerators, both gas 
burning and electrically operated, together with in- 
creased purchases of radios, washing machines and auto- 
matic heating equipment, is not only due to the im- 
provement in business now under way, but, also, we 
believe it is a reflection of the increased confidence of 
the buying public in the future.” 





in organizing the industry, 
so the clerks’ unions get 
little encouragement. 

Most retailers pay good 
wages and the trend is up- 
ward. Labor Department 
figures for February, the 
latest available, show that 
with retail employment 1 
per cent higher than last 
February, wages are 3.9 
per cent higher. The in- 
crease would be even 
greater if variety - store 
chains were not included. 
Comparable figures in 
other fields are: 





part of the effort formerly 


Feb., 1986 vs. Feb., 1935 


devoted to building the . . , 

ales in Csr snl ee I. A. Hirschmann, Vice President ——_- ~~. 
> . 

r AR eae +10 43.9 
ternal forces not present Saks, Fifth Avenue Depa tment Store Rd ale to4 133 
In competitive situations. “There has been a very noticeable and decided im- con ses ee 
The day of the unbridled provement in the sale of the better quality of — Insurance ...... +410 18s 
in i ins f l ith thi Light and Power. +4.7 +83 
chain is past. It remains and women’s outer apparel, and along with this we have _ ee th is 


to be seen whether chains, 
without their great buy- 
ing edge, have other ad- 
vantages over independ- 
ents which can offset the 


know to be leaders. 


noticed that people not only buy the higher priced gar- 
ments but they buy more of them. To me this is an ac- 
tual and concrete display of confidence on the part of 
the men and women customers of our store whom we 
Their actions radiate confidence 
and this confidence in future conditions is mounting.” 


Every so often a new 
“menace” comes along 
that is said to threaten the 
future of retail distribu- 
tion as we know it. First 





value of individual enter- 
prise and personal contact 
with customers. 

Of the 8100 retail chain 
systems listed in the new 
directory issued by the 
National Association of 
Real Estate Boards under 
35 kinds of business, 1254 
are grocery chains of 








Byron C. Foy, President 
DeSoto Motor Car Co. 
Vice President, Chrysler Corp. 


“Reports coming to me every day indicate continued 
confidence on the part of the buying public. Our prod- 
ucts are holding their gains 
our earlier plans and hopes.’ 


it was department stores, 
then mail order, then 
house-to-house selling, then 
chains. Right now it is 
consumer _ co-operatives 
that have the shallow 
thinker upset. You can 
forget them. 

The co-operative idea 


and positions in line with 
> 











which 1200 are purely 


isn’t popular with Ameri- 





local. The fight against 

chains is aimed primarily 

at grocery chains, and actually at no more than 50 through- 
out the country. Yet the laws are being written so broadly 
that all chains are affected. It is only the big nationals, 
however, such as grocery chains, variety-store chains, drug 
chains and such general merchandise chains as Penney, 
Grant, Sears and Ward, which will feel the One-Price Bill's 
price-deal restrictions seriously. Such neat arrangements 
as the Sears-Goodyear tire deal at cost plus 6 per cent, said 
to have resulted in a $42,000,000 better price to Sears than 
Goodyear’s own dealers had to pay, will be as extinct as 
railroad rebates if the bill passes. 

Relations between retailers and their employees are more 
cordial and more direct than is usual in large-scale opera- 
tions. Such flare-ups as the A. & P.’s trouble in Cleveland, 
James Butler’s Stores in New York and the Boston Store's 
in Milwaukee are no more than the exceptions that prove 
the rule. The companies were more or less the innocent 
victims, picked by chance to demonstrate the power of a 
union that wanted to control the town. Employees, the pub- 
lic and even competitors joined in denouncing the strike and 
helping to break it. 

Retailers are close to the community and close to their 
employees, as a rule, and unions have found that it is not 
a good field to organize. In addition, the interests of the 
retailer and of union labor are quite parallel, in that both 
gain by industrial activity and high wages. The high com- 
mand in the A. F. of L. know that they have far more to gain 
by retaining retailers’ goodwill and support than they have 
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cans so long as competing 

private stores are equally 
efhcient. Moreover, a skilled management in the retail field 
is vital; and it is doubtful whether the average co-operative 
will have it. Finally, the possibilities of real savings to the 
consumer are largely illusory. In the recent plan for a co- 
operat:ve chain of department stores emanating from Bos- 
ton, there is nothing which makes for any lower operating 
expense than in private stores. 

The entire co-op movement is claimed to represent last 
year $365,000,000 of transactions. That is one-tenth of one 
per cent of retail sales. A Colorado oil company is pointed 
tu as the outstanding example of a co-operative. Its sales of 
gas last year totalled 1,800,000 gallons. There are at least 
three oil companies with super-stations in which more than 
1,800,000 gallons of gas were sold in each station, during 
the same year. 

You can count on your two hands the depression fatalities 
of large stores and chains. Wéith few exceptions, retail 
distribution is back to normal. Sales are off about 25 per 
cent, but expenses have been cut more than that. Retailers 
made some money last year, and have every intention of 
making more in 1936. 

Naturally, this is a favorable augury for business gener’ 
ally. Increased retail sales steadily gaining in volume and 
range of goods are stimulating production in a great num- 
ber of lines. Continued expansion of retail consumption 
spells acceleration not only in consumers goods industries, 
but will be felt in sustained activity in heavy goods produc’ 
tion as well. 
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@ What Yield Can Today’s Investor Expect? 


The 


ighest Return With the 


Greatest Safety 


How to Secure It 


By J. C. Crirrorp 


VERY investor knows that today money earns less 
than it did. But how many have fully appraised all 
the factors and know exactly how much less? Un- 

doubtedly, there are individuals who in the past were 
accustomed to receive, say, 52 per cent on their capital 
and today content themselves with 5 per cent, feeling that 
their status is as it was. Yet, it may well be that the 
insistence upon 5 per cent now, means the assumption of 
vastly greater risks than were necessary to 5!/2 per cent in 
1928 and 1929. If, indeed, there be such an extension of 
tisk, can one afford to assume it; what can the prudent 
investor expect as an average return under present condi- 
tions—3 per cent, 4 per cent, 5 per cent, or more? 

As is always the case, the question of investment return 
is largely a matter of individual circumstances. What would 
be a sufficient margin of 


per cent. Today, the return from United States Govern- 
ment Bonds, omitting those that are due or callable within 
eight years, is down close to the 2!/2 per cent mark, while 
that from a selection of high grade corporate issues would 
be about 1 per cent more than this. 

Making the assumption—not to be applied too strictly— 
that the return from all bonds should have declined 
similarly, it means that today’s 5 per cent return is being 
derived from securities considerably lower in quality than 
those that gave 52 per cent seven or eight years ago. Or, 
put in the reverse way, it means that he who was receiving 
5'% per cent prior to the depression, if he wishes to pre- 
serve fully his previous standards of safety, should look 
askance at anything above 4!/2 per cent and might well 
content himself with nearer 4 per cent. 

This is a bitter pill to 





swallow. Indeed, so bit- 





safety for one man would 
be grossly inadequate for 
another. Health, age, de- 
pendents, existence of 
other assets and sources 
of other income are all 


YIELD ON 
HIGH GrApbe BONDS _ 





matters having a direct 
bearing upon investment 
policy. Obviously no 
narrowly fixed rules can 
be laid down. Despite this, 
however, there are still the 
general rules which apply 
today as they did yester- 
day; there is still a point; 
astep beyond which means 
the assumption of a gam- 
bler’s rather than an in- 
vestor’s status. It is im- 
portant to note that so 
far as investment return 


PER CENT YIELD 
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ter is it to many who are 
dependent upon the re- 
turn from fixed income 
securities that they are re- 
fusing to stomach it. The 
result is an aggravation of 
the situation. Generally, 
it may be said that the 
gap between the return on 
good, sound, securities and 
those that are distinctly 
mediocre has narrowed to 
the point where it may be 
questioned whether the 
purchasers of the latter 
class are compensated for 
the increased risks they 
are assuming. A sacrifice 
of a certain amount of 
quality, of course, is justi- 
fied—and we, ourselves, 




















is concerned, the critical 
point has been greatly 
lowered over the past few years by consistently easing 
money rates. 

In the three or four years prior to the depression the 
yield on Wnited States Government obligations hovered 
between 314 and 334 per cent. During the same period 
strictly high grade corporate bonds returned about 4! 


for APRIL 11, 1936 


have suggested it—so long 
as the business outlook continues bright. It should, how- 
ever, be accompanied always by a considerably greater de- 
gree of diversification than usual and with a keen watch 
for changing fundamental conditions. A portfolio of second 
grade bonds is about the worst thing a man can select with 
which to enter a prolonged business slump and, although 
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there is nothing like this 
in sight, the devastating 
possibilities are something 
to be taken out and ex- 
amined every now and 
then, just so that they are 


Name of Company 


not forgotten. ye se ae ee 2 Rie pb bs Bess -s00e 
The present lowness of poe Sasiting rd ret ees 


investment return is not 
to be circumvented, really. 
If it’s raining, one can go 


Anaconda......... 





inside the house, pull eae nee 
down the shades, light the Chesapeake & Ohio....................00. 
lamps, and pretend it isn’t. PEC Ne or Seen ge Sue bee 


Similarly with securities 
under present conditions 
one can hold up return by 
the sacrifice of quality, 
but this alters by not one | 
iota the fact that money | 
rates have declined, and 
declined drastically. The 


General Motors......... 


effects are not to be Inland = DEheh ores reese eee 
Intenational Harvester................ 
escaped. FISTS 
— International Nickel.............. 


One must, however, take 
into consideration that, al- 
though the effects of to- 
day’s ease in money rates 
cannot be escaped, it does 
not necessarily follow that 
these conditions are to 
exist indefinitely. In other 
words, there is some dan- 
ger that those who appre- 
ciate the situation and are 
completely reconciled to 
it will placidly content 
themselves with the pre- 
vailing low yields without 
a thought that ultimately 
money rates will firm. i 


a ene 





Woolworth, Fi W ...... 0.25005. 


Common Stocks 


Allegheny Steel... .......566..005 


Am. Telephone & Telegraph........ 


Beech-Nut Packing................ 


SPPEMRR OMNUIOOD isco ss ov ccdscescuwenes 
Commercial Invest. Trust................. 
Con. Gas of Baltimore.................... 


Bn Pont Ge Nemours... 2.2... cece scans 


| ee ee 
SEINE UU Lio So os os io alo 90S 0s ws S09 


ee SE Ot ers 


NUT indo cia s cde san ewes 
Owens-Illinois Glass...................... 


Ay Ey ES Ee en ee 
IIR io i5s 05:00am 0.09 50 0-6 410 
Pittsburgh Plate Glass.................... 
SU MND ong G.o-94 a his 6 ka ea aac swe 


rere rer reer 
Southern California Edison................ 
Standard Oil (New Jersey).............. 


Timken Roller Bearing.................... 


Union Carbide & Carbon.................. 
eID iccee sos we Sines e-s 6.0 Sabo mela 


Westinghouse Air Brake........... 
Westinghouse Electric............. 


+ Recently paid a dividend: no regular rate. ‘*Plus extras. 








for bonds have a place in 
every portfolio regardless 
of circumstances. It does 
ore mean, however, that they 
Price dend % must now hold a less im- 
veeeees 85 $1.00 2.9 portant position than for- 
atiaaiae re be sg Z 4 merly. For those to whom 
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While this has something 
of a “damned if you do 
and damned if you don’t” dilemma about it, there is no 
denying that it is another of those possibilities to be weighed. 
In the writer's opinion there is little prospect of a substan- 
tial hardening in money rates over the reasonably distant 
future; at the same time, there is equally little prospect 
of further material ease. Thus, should this opinion be 
borne out by actualities, it means that money rates are 
currently on a high, long-extending plateau which if it 
offers the investor in strong, fixed-income securities com- 
paratively slight danger of important loss through a decline 
in the price of his holdings, also offers him little prospect 
of capital appreciation in such securities. 


Advantages and Disadvantages 


It will be seen, then, that the objection to fixed-income 
securities under present conditions, whether they be bonds 
or preferred stocks, is that the lower grade ones are rapidly 
approaching the point where they return less than they 
should when quality is properly weighed; while in the 
high-grade issues the prospect of ultimate loss because of an 
eventual rise in money rates slightly outweighs the prospect 
of ultimate profit, to say nothing of the fact that the current 
return from the latter is very small. These factors, 
taken in conjunction with a rising cost of living make it de- 
sirable to turn to a larger proportion of common stocks. 
This does not mean that bonds are to be abandoned entirely, 
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hazardous but suggests a 
need for watching, while 
anything above 5!/2 per cent requires serious investiga’ 
tion. It may be all right, but somewhere between 5) 
and 6 per cent is now the “critical point” for the 
return on easily marketable fixed-income securities. There 
is usually some good reason why any security sells well 
above the average yield. 


What of Common Stocks? 


When the individual comes to invest that portion of 
his funds allotted to common stocks, he may be surprised 
to discover that the demand for many common issues has 
already advanced the price to levels where the income re- 
turn will be less than that which he is deriving from his 
bonds, but this is the premium he must pay for those advan- 
tages which these common equities afford him under today’s 
conditions. 

He will also note another peculiarity of current common 
stock investing: two kinds of “investment issues” confront 
him. There are those worthy of investment status by 
virtue of their established dividend record with the assur 
ance of continuance. Then there are those whose present 
dividends are secure and whose potential payments are 
attractive for the reason that they are undergoing dynamic 
expansion and because they possess certain indefinable 
attractions which are there for all to sense. 

For the most part, the first group are made up of com 
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panies manufacturing consumers’ goods. The public utili- 
ties, the packaged foods, the flour millers, the snuff com- 
panies, the shoe manufacturers all contain examples of 
fne, well-run companies whose dividends seem almost as 
assured as anything can be. By the very nature of the 
business, however, any sensational jump in earnings is 
most unlikely; they are expected to go along earning 
money, Maintaining present dividends with possibly a 
moderate extra from time to time, but that’s all. 

How different a type these are from the chemicals, the 
electrical equipments and some of the mining companies 
which typify the other “investment” group. Here the 
return is small, sometimes negligible, but the possibilities 
are obvious—new products, new processes, markets which 
widen before one’s eyes. Under such conditions and with 
a backward glance at currency tinkerings, a ballooning 
Federal deficit and the insane gibberings of inflation-minded 
legislators, such issues deserve the term “investment” as 
much as anything else in this topsy-turvy day. 

Which of these types, or what proportion of his funds 
to invest in each type, will depend upon the individual's 
need of present income. Some will be driven automatically 
to a preponderance of representation in the first; others 
with sources of additional income will tend more toward 


the second, foregoing current return for the prospect of 
more in the future, together with considerable capital 
appreciation. 

Because of the sharp distinction between the two groups 
and minor distinctions between members of the same group, 
it is impossible to say what return the individual will suc- 
ceed in obtaining with reasonable safety. By contenting 
himself with 3 per cent on his common stock holdings 
he certainly should be able to place himself in a position to 
participate fully in the materialization of the business ex- 
pansion that is anticipated; the more he moves upward from 
this figure towards 5 per cent and 6 per cent the more static 
will his portfolio become. 

Tables have been prepared to accompany this discussion 
in the hope that they will prove of value to the individual 
when he comes to lay out or revise his own program. In 
addition the bonds, investment preferreds and common stock 
suggestions, whose function is self-explanatory, there is 
also a small list of preferred stocks on which dividends 
have accumulated, but which have made some recent dis- 
tribution to their stockholders. While these can hardly 
be assigned a definite part in a general investment program, 
for some they hold out the prospect of being quite satis- 
factory commitments. 








Strong Issues 


Call Current Yield 
Price Price 


West Shore R. R. ist 4s, 2861............. N.C. 93 

Western Maryland ist 4s, ’52.............. N.C. 

Western Union Tel. Fdg. & R. E. 414s, ’50.. N.C. 107 
* Call price gradually decreasing. 


| Name of Company % 
| American Tobacco Deb. 4s, ’51............ N.C, 110 3.1 
| Anaconda Copper SF. Deb. 414s, ’50........ 105° 104 4.1 
| Atchison, Top. & Sta. Fe Gen. 4s, 95....... N.C. 113 3.5 
| Erie R. R. Prior Lien 4s, °66...5.... 2.5... NC. 105 3.8 
Lake Shore & Mich. South. 1st 314s, ’97.... N.C. 104 3.3 
} los Angeles Gas & El. ist & Gen. 4s, 70... 10714* 105 3.6 
| Mon. W. Pa. Pub. Ser. 1st & Gen. 44s, 60... 10714* 104 4.2 
| Morris & Essex ist Ref. 3s, 2000......... E<. 94 $3.7 
| New York Edison 1st & Ref. 314s, ’65...... 105* 102 3.1 
N. Y. & Harlem ist 34s, 2000............. N.C, 104 3.8 
Northern Pacific Gen. 3s, 2047............. IN: C; 82 3.7 
Pennsylvania R. R. Gen. 334s, '70.......... 105° 101 3.7 
| Peoples Gas ist & Ref. 4s, 81............. 105° 99 4.1 
| Pure Oil Deb. 4s, ’50 (ex. w.)...... éeenn ee 103 4.2 
| Southern California Edison Ref. 334s, ’60... 10714* 103 3.6 
4.3 
4.0 
3.9 


Medium Grades 
Call Current Yield 





| 

| 

| 

Name of Company Price Price N 

| American Power & Light Deb. 6s, 2016..... 105 97 6.2 

| Atlas Plywood conv. Deb. 5)4s, ’43......... 105 100 5.5 

' Central Illinois Pub. Ser. 1st 4)4s, ’67...... 104* 99 4.6 

| Central R. R. of N. J. Gen. 5s, ’87......... N.C. 108 4.8 

Certain-Teed Products Deb. 54s, ’48....... 10314 * 97 5.8 

| Electric Power & Light Deb. 5s, 2030....... 106° 85 5.9 

| Elmira Water, Lt. & R. R. ist Cons. 5s, ’56.. N.C. 105 4.6 
Florida Power & Light ist 5s, ’64........... 10314°* 93 5.6 
General Steel Castings ist 54s, ’49........ 105* 88 6.9 
International Paper ist & Ref. 5s, ’47....... 10214 93 5.9 
Kansas City Southern Ist $s, ’50........... N.C. 83 4.7 
Minnesota Power & Light ist & Ref. 44s, 78 10134 100 4.5 
Missouri Kansas & Texas Ast 4s, ’90........ N.C. 88 4.6 
National Power & Light Deb. 5s, 2030...... 106* 90 5.6 
N. Y. Chicago & St. Louis Ref. 44s, '78.... 102 83 5.5 
Northern Indiana Pub. Ser. ist & Ref. 5s, 66 105* 104 4.7 
Republic Steel Gen. 4l¥s, ’61.............. 104* 99 4.6 
Southern Pacific, Oregon Lines 1st 414s, '77. 105 97 4.7 
Tide Water Power ist 5s, "79.............. 105* 101 4.9 
WONWPOTE BEC ORS 900 a5 55556556560 cw vceass 100 77 6.0 


* Call price gradually decreasing. 


| Fixed Income Securities—Bonds and Preferreds 





Strong Preferreds 
Call Recent Yield 


Name of Company Price Price % 
American Bank Note (3).................. N.C. 70 4.3 
Joie ve 0 Uf | eh ee a WC. 164 4.3 
American Smelting & Ref. 1st (7).......... N.C. 147 4.8 
PUOTACAT IME (GB). a .0)5 5 oie sso siete seins ores N.C. 140 4.3 | 
Peer 105 105 4.8 
Diamond Match (1.50).................... N.C. 40 3.8 
Hercules Powder (6)................+-++. 120 °41 134 4.6 
International Harvester (7)................ N.C. 160 4.4 
INGLE MIBOTICRIND) 6.00000 ceescsccccccese Oe 54 5.6 
Pacific Gas & Electric (1.50)............... N.C. 31 4.9 
poe eee ere N.C. 120 4.2 
Public Service of N. J. (6).............000- N.C. 113 5.3 
Mendis AHO) oi oe ios docs ca ccs eecassx BOD 38 5.3 
Mido PMCS CO) icine vic sbi ee iccwisesace. Wel. 95 4.2 N 


Issues on Which There Are Dividend Accumulations } 


Name of Company Price 


Aluminum Co. of America (6).....Arrears as of 4.1.36 total 
$15.6214. Last dividend 
4.1.36, 8714 cents regular and 
50 cents on a/c arrears.... 118 
Arrears as of 4.1.36 total 
$22.75. Last dividend 4.1.36, 
$1.75 on a/c arrears...... 124 
..,.. Arrears as of 1.15.36 total 
$57.75. Last dividend 3.16.36, 








American Chain (7)............. 








American Woolen (7).. 





$1 on a/c arrears........... 65 
Associated Dry Goods ist (6).....Arrears_as of 3.2.36 total | 
_ $7.50. Last dividend 3.2.36, } 

$3 on a/c of arrears........ 109 





_,. Arrears as of 3.31.36 total 
$25.50. Last dividend 3.31.36, 
$1 on a/c of arrears......... 

.......Arrears as of 4.2.36 total $8. 
Last dividend 4.1.36, $1.75.. 101 


Crucible Steel (7). . 
108 





Curtis Publishing (7).... 





Goodyear Tire & Rubber (7)...... Arrears as of 4.1.36 total 
$9.75. Last dividend 4.1.36, 
$i OM B/C AITOREB « 65.5.60.60 5-05 97 





Arrears as of 4.1.36 total 
$14.50. Last dividend 4.1.36, 
$1.50 on a/c arrears......... 
Arrears as of 2.29.36 total 


Spang, Chalfant (6)............. 
107 





United States Steel (7).......... 
129 


Wheeling Steel (6).............. Arrears as of 4.1.36 total 
$24.50. Last dividend 4.1.36, 
$0.50 on a/c arrears........ 102 

Youngstown Sheet & Tube (5.50). Arrears as of 4.1.36 total 
$19.25. Last dividend 4.1.36, 
$1.37%..... aie teres 
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Money in Unrelated Fields? 


Has an Industrial Concern the Right to Invest the Stockholder’s 


hen the Company Turns 


Investment Trust 


By Warp GaTEs 


STOCKHOLDER is entitled to invest, speculate or 
gamble with his own money. Why then do the man- 
agements of so many corporations take it upon them- 

selves to do it for him? Win, lose or draw makes no dif- 
ference; if it is the stockholders’ money, unneeded in the 
business, he should have the spending of it. Suppose you, 
as an indivdual, placed some money as a silent partner in a 
toy factory, went to Afghanistan for a year or two, and 
came back to find that the factory had been turned into a 
shipyard and that your fellow partners in the toy business 
were busily engaged in building battle- 
ships. Would it not strike you that the 
activity for which you had advanced 
money and the manner of its actual use 
were somehow a little unrelated, provid 
ing ground for mild remonstrance? 

Nor is this hypothetical case so great 
an exaggeration of the actualities. Count- 
less corporations have taken their stock- 
holders’ money and entered unrelated 
businesses, either directly or by way of 
the “investment account.” In all in- 
stances it is presumed that they have been within their 
legal rights and in some cases they have even consulted the 
stockholders beforehand. But does this justify such a 
course? As a practical matter, everyone knows that the 
rights and powers of stockholders over the management of 
to-day’s huge corporations are one thing in theory and an 
entirely different thing in practice and how many adverse 
votes are there going to be after the chairman has described 
in glowing terms the possibilities of the new line which the 
company is about to take up? Mighty few! 

Under English law, the Memorandum of Association 
means something; it holds a company’s activities within 
specified limits and the directors are personally responsible 
to the stockholders for activities outside these limits. Nor 
is it possible to obtain a charter stretching from one horizon 
to the other. But here with forty-eight states rivaling one 
another for the harvest of incorporation fees, it is possible 
to obtain the right to engage simultaneously in almost any 
conceivable activity. 

As has been said, it makes no difference how the unre- 
lated activity turned out from the standpoint of profits, this 
business of investing the stockholder’s money for him is 
ebjectionable on general principles. Du Pont’s investment 
in General Motors has turned out well, not to say hand- 
somely; Sears, Roebuck's foray into the building of houses 


764 








—> O20 


turned out a less happy venture. Allied Chemical’s hold: 
ings of United States Steel common currently show a paper 
loss; the same company’s holdings of Air Reduction show a 
big paper profit. 

There may be some excuse for Allied’s buying into Air 
Reduction on the grounds that it broadened an already 
wide line of chemicals. But how can the Steel purchase 
be justified? Here is a company owning 224,000 shares of 
Steel which cost $19,591,290, or about $88 a share. At 
the depression low of about $21 a share, Allied stock- 
holders stood to lose not far from $15, 
000,000. This is equivalent to more 
than a year’s dividend at the rate of 
$6 a share on Allied’s own stock! 

For years Allied carried this Steel, Air 
Reduction and possibly the interests in 
Virginia-Carolina Chemical and Sloss: 
Sheffield Steel & Iron which it is now 
known to hold, at cost, under the head- 
ing “investments” or “marketable securi- 
ties”. They were all mixed up with U. 5. 
Government obligations; no one but the 
management knew what was what, nor how much of it 
there was. Unlike Du Pont’s holding of General Motors, 
which at least have always been common knowledge, a man 
buying into Allied on the strength of its chemical activities 
was never reminded in the annual report that he was getting 
them heavily flavored with steel. 

Corn Products Refining is another company which has 
in part turned investment trust, albeit with the best of 
motives for its stockholders. The company’s balance sheet 
as of December 31, 1932, revealed that it held “marketable 
securities” aggregating $26,216,000 and that the market 
value as of the same date was little better than $13,000,000. 
At one time, it was rumored that they consisted for the most 
part of railroad securities. Certainly a far cry from the 
manufacture of products from corn. 

Now, why should a stockholder in Du Pont be thrust 
willy-nilly into the automobile business; why should one in 
Allied be forced to take into account the vagaries of the 
steel industry; and what has processing of corn to do with 
investment trusts? If the managements of these companies 
thought that the money invested in these unrelated enter’ 
prises were needed as a reserve for future contingencies, 
then it should have been placed in the only two reserves 
worthy of the name—cash, or the obligations of the United 
States Government. It is not too late to remedy the condi- 
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tion even now; Du 
Pont could distribute 
to its own stockhold- 
ers almost share-for- 
share its interest in 
General Motors and, 
if for any reason it 
were desirable to con- 
tinue in control of 
the stock, it could be 
distributed in the form 
of voting-trust certificates. Allied could give its stockholders 
one-tenth of a share of steel for each share held, while Corn 
Products could start liquidating its holdings of miscellaneous 
securities with a bolstering effect upon a cash account faced 
with the payment of an unearned dividend. 

If there is little justification for large corporate invest- 
ments in unrelated lines, what shall be said of those which 
operate investment trusts in their own field? Such a one, 
for example, is the Union Pacific Railroad. The annual 
report for last year is not available, but at the end of 1934 
Union Pacific was holding some 36,000 shares of the 
common and some 24,000 shares of the preferred of 
Baltimore & Ohio, 24,000 common shares of Chicago & 
North Western, 269,000 common and 98,000 preferred of 
Illinois Central, 200,000 shares of New York Central’s com- 
mon stock, 115,000 shares of Pennsylvania, 58,000 shares 
of Wabash preferred “A”, nearly 18,500 of the St. Paul, 
and a number of miscellaneous common stocks. In addition 
to this, nearly $78,000,000 par value of 








the bonds, notes and equipment trust cer- 
— of non-affiliated companies was 
held. 

Admitting that some of these holdings 
are of long standing and that some may 
well have been acquired with a view to 
the various railroad consolidation plans 
that have been proposed from time to 
time, nevertheless is Union Pacific justi- 
fed now in retaining so much of its 
stockholders’ money in situations, some 
of which are speculative to say the least. Frankly, we are 
less certain that the answer is in the negative where a rail- 
road management has confined investments to the railroad 
field than where the investments are made in an entirely 
unrelated line. It would do, however, no harm to appraise 
each individual holding, not from the standpoint of intrin- 
sic worth and without taking into consideration prospects 
whatever they may be, but solely from the standpoint of 
whether any element of “control” that there might be in 
the situation is necessary to Union Pacific. If the latter is 
non-existent then wherever possible the holdings should be 
liquidated, whatever is necessary placed in Government 
bonds and the balance distributed to stockholders. 

Perhaps a better example in the railroad field of specula- 
tion with the stockholders’ money is afforded by Mr. Loree 
of the Delaware & Hudson Co. Of course, since April, 
1930, this company has been solely a holding company and 
this may make a difference, for custom countenances the 
taking of “fliers” on the part of this type of corporation. 
Anyway, back in 1927 Delaware & Hudson was a railroad, 
the fortunate possessor of certain coal lands. These lands 
were mortgaged and the bonds sold to the public for a sum 
which netted the company about $33,000,000. Incidentally, 
these bonds are quoted currently about 42 cents on the dol- 
lar. Utilizing a well-filled treasury, the Delaware & Hudson 
bought heavily into the Wabash and Lehigh Valley rail- 
roads. With great astuteness these were unloaded in 1928 
on the Pennsylvania at a profit in the neighborhood of 
$22,000,000. For a while gilt-edged bonds, governments 
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and municipals, were taken up in a big way. This, too, 
was smart, for no one did better than the man who bought 
really high grade bonds in 1928 and 1929. Then, in 1933, 
Delaware & Hudson, as has been said a holding company, 
stepped into the market and acquired 495,000 shares of 
New York Central common at an average price of slightly 
more than $22 a share. Today's quotation is about $35 a 
share. However, lest the impression be created by the fore- 
going highlights that there is a speculative genius behind 
the affairs of the Delaware & Hudson Co., it might be re- 
marked that at the end of 1934 the company held market- 
able stocks and bonds which cost almost $50,000,000, but 
whose market value was only slightly in excess of $34,000,- 
000! 

The automobile accessory companies are a group particu- 
larly prone to seemingly-curious acquisitions. They turn 
freely to electric refrigerators, oil burners, household hard- 
ware, plumbing, radios, various forgings, castings, stampings 
and a host of other things. For the most part, such diversi- 
fication, whether achieved through stock ownership or by 
the company itself entering the business, is not hard to 
justify. In the first place, the automobile industry is a fickle 
mistress, blowing hot one day and cold the next. It is well 
to have some other line to fall back on. In the second place, 
the unrelated manufacturing activities of the automobile 
accessory companies probably are closer to the main busi- 
ness than is at first apparent. A well equipped machine shop 
is adapted easily to many different lines. 

Nor can objection be made when the company’s invest- 
ment has been made for the purpose of 
exercising part or full control over an 
important source of raw material. Na- 
tional Lead, a user of much tin, nat- 
urally feels happier owning a big block 

In the days when 
Duco was about the one and only auto- 
mobile finish, Du Pont under this head- 
ing would have been justified in acquir- 
ing control of Commercial Solvents for 
the purpose of protecting its supply of 
butanol. But it never attempted to do 
so; we have often wondered why. American Tel. & Tel.’s 
control of Western Electric is justified on the same grounds, 
although there is less certainty about its forays into the 
business of producing motion pictures. There are other 
examples, although the more common method employed by 
a manufacturer in the protection of a source of raw material 
is to start producing it himself. Thus, we find steel mills 
owning ore and coal mines, limestone quarries; rubber manu- 
facturers producing part of their crude rubber requirements; 
glass companies owning sand and gravel deposits and so on. 
As a practical matter there is not much difference so far as 
a stockholder is concerned between his company using its 
funds to further the ends of the business by way of the 
“investment account” and the actual acquisition of some 
new property. Provided the expansion is related to the 
original business no fault will be found with either method. 

An interesting group of companies are those whose ex- 
pansion into foreign fields might be termed more-or-less 
involuntary. Such a 
one is the little Bridge- 
port Machine Co., 
makers of oil well 
equipment, which be- 
came an_ honest-to- 
goodness oil company 
when it took over cer- 
tain leases in payment 

(Please turn to 
page 802) 
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HE approach to Hamburg resembles in brilliance a 

Long Island shoreline in mid-summer. With com- 

fortable speed, the latest thing in streamlined trains 
carries you to Berlin on schedule where, as in other German 
cities, wide, well-kept boulevards are congested with high- 
powered motors. Traffic is regulated to perfection, cafes 
are thronged with contented customers, parks are filled with 
leisurely pedestrians. All very reassuring and familiar— 
cleaner than Paris—less formal than London—much more 
like Cleveland, Detroit or Kansas City. 

But on closer inspection, involving both urban and rural 
centers, the picture takes on a different aspect. Beneath the 
calm exterior of its daily life Germany is a seething ferment 
which threatens to boil over with disastrous results to her- 
self, her present ruling regime and with repercussions that 
may be felt not only by her nearby uneasy neighbors, but 
throughout the world. 

One senses impending change in the air, an uneasiness of 
the population like that of cattle before a thunderstorm. 
The question is when will the storm break? That Germany 
would send a half developed army against the Maginot line, 
with inadequate supplies of cotton, copper and steel, is 
pure fantasy. That Germany’s unilateral revision of the 
Locarno Treaty should precipitate military intervention by 
Great Britain is a false alarm. In the first place England 
has always been apathetic towards the Locarno Treaty— 
none of her dominions are signatories to the Pact. In the 
second place, popular British sentiment is properly reluctant 
to jump in where Frenchmen fear to tread. England may 
be sitting precariously on a Nazi bomb, but with character- 
istic composure watches the burning fuse. 


Watch the Eastern Horizon 


Hence the thunderstorm is not on the Western but on 
the Eastern horizon. The storm must break somewhere. 
The primary essential of any movement is that it keep 
moving. Velocity must increase—there can be no possi- 
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Germany’s 
Economic 


Decline 


Nazi Rule Is Bringing Social and 
Economic Deterioration — Des- 


peration Dictates Strange Policies 


By Gerorce BERKALEW 
Foreign Representative of THE MAGAZINE OF WALL STREET 


bility of reduced momentum. Inaction means destruction 
for dictatorships. Hence, the remilitarization of the Rhine- 
land zone is only one of a series of moves—past and fu- 
ture—which mark the historical evolution of the Nazi 
Regime. In the past is recorded the gradual absorption of 
democratic rights instituted by the postwar Republic. Then 
came the persecution of the Jews, lending the semblance of 
reality to a mystical appeal for race purity. Followed, the 
insidious appropriation of private capital by Capone meth- 
ods, a Roman holiday of bloodshed in the Party purge, a 
spectacular putsch in Austria, the acquisition of the Saar, 
and, finally, the conclusion of the Anglo-German Naval 
Accord. The remilitarization of the Rhineland is merely 
another grandstand play. There are others to come. The 
movement must be kept on the move. In the future there 
is still the political thorn of Memel, the tempting proximity 
of the Ukraine, the political subjection of Austria and last, 
but not least, the pressing question of colonies. 


Hitler, Vulnerable, Bluffs Successfully 


Hitler has undeniably been winning in the diplomatic 
contest. So far, vulnerable as he is, he has won because he 
has dared to imply action that his opponents are not willing 
to risk collectively. There is, first, lack of political unity 
among Italy, France, Beligum and Britain plus divergence 
of their respective military objectives in the event of war 
Second, is the fact that in the event of economic sanctions, 
the Danube area can not be depended upon because it does 
not constitute a self-sufficient economic entity, since its 
agricultural production is not in balance with its indus- 
trial production. Any deviation of the natural outflow of 
agricultural products to the north and south would accen- 
tuate this maladjustment and create a series of new economic 
difficulties. Both Germany and Italy want these products. 
France can not offer a substitute market because she has 
an agricultural surplus, and England is committed by the 
Ottawa agreements to favor Dominion products. Germany 
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is the logical market for the central European granary, and 
to preserve this position Hitler has inserted the most-favored 
nation clause in all his trade treaties with the Danube states. 
Third, Hitler has tactfully handled the Memel problem; 
and he has tentatively recognized the maintenance of the 
Polish corridor, thereby mollifying Poland. This gesture of 
conciliation, particularly in view of the British antipathy 
for Russia, gives Hitler a chance of successfully handling 
Russia. Finally, the adamant stand of France against Hit- 
ler’s offers has thrown salt into the wounds of German 
pride—Germany stands with him. 


Unsatisfactory Emergency Measures 


But the most vital wounds of Germany are financial. The 
Reichsbureau of Statistics in its March Report computes that 
between March, 1933, and March, 1935, public debts in- 
creased from 24,350 million RM. to 25,060 million RM., 
but during this period foreign indebtedness was reduced by 
1,200 million RM. owing to exchange depreciation so that 
the real total increase of indebtedness has attained 1,191 
million Reichsmarks. 

Admitted is the fact that work creation debts and also 
special Bill debts incurred for rearmaments have not been 
included in these statistics. These, it is stated, are not 
“Reich liabilities under formal law.” 

At a time when optimistic propaganda is of vital impor- 
tance, the offical report foreshadows no improvement in the 
status of the reserves. Indeed, it forcibly insists that “‘a 
reasonable reduction of the interest liabilities” is requisite 
and declares that transfer arrangements now in force are 
“unsatisfactory emergency measures.” 

The question of devaluation is still bandied about. Mr. 
Goebbels proposes, Dr. Schacht opposes, Herr Hitler dis- 
poses—or can it be taken for granted that he still has the 
to decide? 








point of the more conservative investor. If devaluation does 
come, Dr. Schacht will be left holding the bag, for, in the 
circumstances, no German Minister would dare to resign 
or. the pretext of disapproval of Government action. 

There are many additional elements in the financial policy 
of the party which meet Dr. Schacht’s disapproval. For 
example, last year, by enforcing subscription to the so-called 
“solowechsel” or promissory notes, the Government has mer- 
cilessly raided the meager resources of insurance companies, 
private banks and other financial institutions to the tune of 
two billion, eight hundred million marks. Last year also 
the funded debt was increased by three billion marks; the 
short turn debt by four billion marks. On top of Germany's 
already top-heavy credit structure these figures are stagger- 
ing. Squeezing process can still secure another five billion 
marks—that is all—then the racket is over—and the final 
day of reckoning is expected to occur about the end of 
1936. What happens then? The general freezing process 
begins. Money which can not today be borrowed from 
private banks will stick like ice cubes in the vaults of the 
Reichsbank. Government Bonds stuffed in every nook and 
cranny of commercial and industrial enterprise will have 
no convertible value. Every one with any capital left will 
have lost it. State bankruptcy finally will become an accom- 
plished fact and complete national socialism will attain its 
logical end. 


Soldiering on the Job 


After 1936 the speed of armament orders must necessarily 
slow down because of inadequate raw material supplies and 
depleted working capital. Hence the sustained activity in 
munition and textile plants which have contributed primarily 
to the “turn of the crisis” (Reich phraseology) will slump. 
With this perspective, new trials to find unprofitable employ- 

ment for the unem- 
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sire ta resign when his 

plea for closer rap- 

prochement with the leading trading countries was vehe- 
mently opposed by Nazi extremists. Dr. Schacht properly 
predicts the collapse of state finances over armament expen- 
diture, and also feels that perhaps the burden of indebted- 
ness can be reduced only by formal revaluation—which he 
heartily condemns. Scaling down the value of the mark might 
tempt a scattering of short-sighted speculators to reinvest in 
Germany. Underlying conditions such as permanent trade 
stagnation and the prospects of declining economic activity 
do not inspire confidence in German credit from the view- 
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two conflicting forces 
lead to only one way 
out—territorial expansion is tantamount to war. 

But the youth has been instilled with the faith in German 
supremacy, the older generation has fallen in line, without 
enthusiasm perhaps, but with the conviction that war 
with possible victory is better than slow starvation and 
the ignominy of permanent suppression. Hence with 
a fundamentally impaired morale, 65 million people submit 
to dictates of a political crew. Their plight should serve 
as a lesson and a warning to all who look with favor on a 
dominating and intolerant government. 
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What the Federal Trade 
Commission Is Trying to Do 


An Important Link Between Government and Business 


as told to THEoporE M. KNaApPEN 


By CuHaries H. Marcu 


Chairman, Federal Trade Commission 








HE experience of the de- 
pression emergency years 
—involving intimate re- 
lations of the Federal Govern- 
ment with the economy of the 
nation and the intricate and 
impressive machinery with 
which private business carries 
on the greatest task of indus- 
trial production and distribu- 
tion of all time,—has taught 
us many valuable lessons as to 
how the political authority and 
private enterprise may pull to- 
gether for the national good. 
During the emergency there 
has been necessarily such close 
co-operation between govern- Se 


“I conceive that a large part of the service a 
modern democratic government can render to 
society is to draft the rules of the business game 
and act as umpire for their application. There 
was a time when there were no rules for the 
regulation of those hardy souls who like to 
hand each other cauliflower ears and flattened 
noses, but now the only way you can have a 
physical fight and keep out of jail is to conduct 


your mutual punishment according to rules.” 


Matters coming directly be- 
fore the Commission probably 
affect the interests of more 
people than those referred to 
any other Federal agency 
Sometimes a single case di- 
rectly affects millions of citi- 
zens, some affect practically 
every household. They have 
to do with nearly everything 
we eat, drink, wear, or make 
use of in any way. 

I believe it is a fact that the 
business world has given too 
little attention and thought to 
the objectives and utility of 
the Commission. Few realize 
a that the Commission is far 








ment and the industrial man- 

agement that much irritation 

and discontent were inevitably felt in the business world. 
One might infer from some of the complaints that it was 
once the fact, and should be again, that Government and 
business are clearly separate from each other by rigid 
boundaries; the fact is that they never were and never can 
be. In an industrial society there wouldn’t be much left 
of government, or business either, if they did not have any- 
thing to do with each other. It has even been said that 
the Constitution is primarily an economic charter. 

Our recent history has attested the wisdom of Congress 
when it created the Federal Trade Commission nearly 
twenty-two years ago; it assures that that body will play 
an increasingly important part in our national affairs. NRA 
has come and gone but one of its legacies is the realization 
of the inescapability of interdependence between business 
and government. Another is the realization that in the Fed- 
eral Trade Commission we have an agency which is pecu- 
liarly adapted by its statutory authority and cumulative 
experience to deal wisely and understandingly with the 
common probiems of business and government. It may be 
expected that business will henceforth turn more and more 
to the Commission for help and guidance. It is not improb- 
able that its possibilities of greater usefulness will be closely 
examined before other and new agencies for economic con- 
tact will be tried. 
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more than the mere fault 
finder and disciplinarian of the 
arm-chair critics. President Wilson spoke of the Commis- 
sion at its inception as a means “of coordinating the enter- 
prises of our traders and manufacturers” and removing “the 
barriers of misunderstanding and of a too technical interpre- 
tation of the law.” 

We of the Commission have never lost sight of this con- 
structive objective, but I suppose that the investigational 
function with which Congress charged the Commission has 
tended to have more news value, as well as being more pro- 
vocative of enmity and resentment. From now on, I pre- 
dict, that as a result of what the business world has been 
through in the last few years we shall have more and more 
friends and supporters. 

Right now there is a marked revival of resort to us for 
our approval of and co-operation in voluntary codes of 
trade practice ethics. We hear frequent expressions of sur- 
prise that there is such a long-established co-operative, com- 
mon-sense method of business conduct—but that ignorance 
can not last much longer. Although some of the work of 
NRA was assigned to us by executive order, the Commis- 
sion’s trade practice codes were inaugurated long before the 
depression; they avoid the entanglement of business conduct 
rules with labor relations. Approximately one hundred and 
seventy-five of these voluntary business group conferences 
have been held, forty other groups have made applications 
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to sponsor such conferences and 200 more are considering 
taking this step in genuine business-group self-government 
under the sanction of the governmental body charged with 
promoting fair methods of competition. The number of 
these autonomous business codes may yet rival the number 
of dependent codes that once flourished under NRA. 

It is the principal business of the Federal Trade Commis- 
sion—which is a quasi-judicial body—to make (1) general 
industrial and commercial investigations, as directed by Con- 
gress or the President and (2) to administer the laws relat- 
ing to unfair business competition—particularly our own 
organic act and certain sections of the Clayton anti-trust 
act. 

I would not be understood as belittling the benefits from 
our investigational work, sore as the subject has been at 
times. Some of the general investigations, of which there 
have been more than 80, have resulted in major legislation 
and all of them have been of great value as original sources 
of economic information—as fact depositories and compila- 
tions. But I do want to dwell on what business men would 
perhaps describe as more constructive work—speaking from 
the standpoint of their peculiar biases, prejudices and inter- 
ests. Thinking of that word “constructive,” though, I 
would particularly remind the readers of THE MAGAZINE 
oF WALL STREET that it was investigations which the Com- 
mission made that led to the truth-in-securities law and the 
act for the regulation of the stock exchanges. Trade, as 
well as public opinion, I believe, would today adjudge these 
acts highly constructive in the main. As for the individual 
investigations of alleged violations of law, they are as neces- 
sary as the daily routine of activities of a police force. But 
like a wise policeman, the Commission avoids litigation and 


orders as much as 
possible. It disposes 
of many cases by 


“stipulation,” it deals 
promptly with some 
by its own judicial 
authority, others go 
to the courts. 

The purpose of the 
laws and the Com- 
mission in the matter 
of unfair competition 
is to protect honest 
competitors or lawful 
competitors and the 
consuming public 
from fraudulent and 
deceptive, _ practices. 
Wisely, I think, the 
law does not define 
the “unfair methods” 
it declares unlawful, 
although certain spe- 
cific practices are for- 
bidden. Thus, there 
is room for considera- 
tion of the essential 
truth rather than the 
technicalities in each case, and continuing opportunity to 
build up a tradition, or code, of principles of fair competi- 
tion from facts and real experience. 

Although there is an appalling amount of chicanery and 
deceit in some of the obscure spots of the business structure 
and some wilful evasion or defiance of law in high places, 
I am daily gratified to see how fair of intention, just of 
purpose and scrupulous in practice the overwhelming major- 
ity of business men are. We are “for” them, and they are 
more and more coming to be “for” us. 
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The Federal Trade Commission. Chairman March at head of table 


It is a daily occurrence to learn from some business man 


that he “had got us all wrong”. We are not yearning for 
wider or tyrannical authority over business. We have no 
wish to administer business—only to serve it by putting 
navigation signals on its course, and police it against ene- 
mies. The amending act now in Congress is merely cor- 
rective and constructively amendatory. A lot of confusing 
criticism has been made of the principal proposed amend- 
ment, which is nothing in the world but a simple effort 
to give the Commission clear authority to punish crooks 
who have been defrauding the public, and to go after a 
“lone wolf” who has no competitors in his line and is there- 
fore not literally guilty of unfair competition, even though 
he be mulching the public a million dollars a minute. I do 
not think that the public is interested in protecting a pack 
of knaves (because they are at the moment engaged in 
shooting only at each other) or the lone operator who has 
no rivals in his particular fraudulent specialty. In one 
case, carried to the Supreme Court, a Commission order 
to “cease and desist” was thrown out, because the Court 
held that the Government was not interested, as all the 
parties concerned in this particular bit of crookedness were 
equally tarred with fraud. 

Now, like it or not, in the eyes of the laws we admin- 
ister, monopoly is a public enemy, and trade practices or 
plans to effect it are “unfair.” According to the statutes, 
national policy is firmly and thoroughly opposed to monop- 
oly, yet you might think from what you read and hear at 
times that the Commission is a cantankerous trouble maker 
for the mere love of persecuting business people, when it 
proceeds against monopoly. Even the National Industrial 
Recovery Act did not suspend the anti-trust laws in the 

depression emergency, 


as you may have 
thought. In fact, I 
discern no present 
tendency of public 


opinion or will against 
the anti-trust laws. 
Certainly, the small 
business man, climb 
ing up the first rungs 
of the ladder which 
he hopes will make 
him big some day, 
does not believe that, 
because the mammoth 
in whose shadow he 
toddles is efficient and 
economical, it is good 
public policy to let it 
have a monopoly of 
the field. Experience 
has shown that the 
cut prices and other 
inducements by which 
monopoly is attained 
do not survive arrival 
at that goal. 

Indeed, I think that 
the depression was in part due to monopolies or near 
monopolies which had risen up whilst the public was wor- 
shipping at the shrine of greatness, and had become indiffer- 
ent to the menace of monopoly. In their greed for profits 
some of these mammoths charged more than the traffic 
could bear, and they were blind to the obvious fact that as 
they hoisted prices through the power concentration had 
given them, they were confronted by consumers rendered 
jobless and without purchasing power by that very con- 
centration. (Please turn to page 804) 
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Significant Foreign Events 


By Grorce BERKALEW 


Foreign Representative of THE MAGAZINE OF WALL STREET 


France—The Franc and 
Flandin Supported 


Financial panic which necessarily fol- 
lows in France every political develop- 
ment of an unsettling nature, was to be 
expected after the German move. 
Simultaneously came an attempt by cer- 
tain interests in London to stage a bear 
attack on the franc through short-sell- 
ing and withdrawal of Paris balances. 
French officials immediately let it be 
known that if the currency raid at- 
tained serious proportions, drastic steps 
would be taken to nip in the bud by 
embargo measures any devaluation pro- 
jects. Not only did the monetary situ- 
ation strengthen as a result, but the 
political effect of the German manoeu- 
ver has tended to greatly strengthen the 
Government's position. 

General elections remain fixed for 
April 26 and May 3 and the Chamber 
will probably complete its mandate with 
a sentiment prevailing of a somewhat 
diminished intensity of the economic 
crisis, and with perceptible lessening of 
the bitter strife which has existed between extreme right 
and left factions of the Government. Hence the land- 
slide to the left, which was confidently predicted prior to 
the recent international tension, is now by no means assured. 

Wholesale and retail prices have shown a significant gain 
and money is coming out of hoarding, partially from fear of 
devaluation and partially from the hope of a business re- 
vival. Nevertheless the rise in prices combined with the 
overvaluation of the franc, has brought about a further in- 
crease in imports over exports—February figures show an 
import surplus of 807 million francs as against 428 millions 
in the corresponding month in 1935. 


Wide World Photo 


* * * 


Belgium—Britain Butters Her Bread 


The outstanding role of Belgium in the recent discussions 
of Locarno’s fragility has been that of mediator and martyr. 
Having abandoned the imposed neutrality violated in 1914, 
Belgium now finds herself obliged to throw her budget out 
of balance at frequent intervals in a spurt of desperate 
armament and fortification. One spurt was debated early 
in March when the German re-occupation of the Rhineland 
clinched the issue. 

Belgium in the doldrums is infested with politicians paint- 
ing lurid pictures of a second invasion of her frontiers. 
Hence despite the heavy burden of government expenses 
since devaluation, the government with Rooseveltian largesse 
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PIERRE FLANDIN 


French Foreign Minister 


adds 9 million francs to the annual 
ordinary budget: 45 million francs to 
the extraordinary budget for defense 
purposes. Although the alarm concern 
ing a second German steam roller is 
undoubtedly a figment of the imagina- 
tion, Belgium is certainly on the way 
to be uncomfortably flattened out by a 
state debt, mounting with every wave 
of militarism. 

The question at London was not 
whether Belgium was to play her cus 
tomary role of martyr, that was a fore- 
gone conclusion according to Mr. Van 
Zeeland’s precepts, but for whom? For 
decades France has been Belgium’s clos 
est chum—a friendship nursed on Gallic 
oratory—as well as on a trumped up 
racial affinity. In recent years the Bel- 
gian passion for France has perceptibly 
cooled—the more stolid Flemish element 
pointing to repeated commercial and 
financial slights which ill accord with 
the friendly speeches and military un- 
derstanding exchanged between Paris 
and Brussels. 

Thousands of Belgian frontier work- 
ers in French factories saw their wages reduced with the 
new rate of the belga following depreciation. Others were 
discharged to be replaced by French nationals. Belgian 
exporters were forced to agree to base merchandise values 
on former exchange rates thereby forfeiting the benefits 
which the new monetary policy would have entailed. When 
the business men of Belgium accused their ally of harsh 
treatment, the French retaliated by attacking the Belgo 
American Trade Agreement which has succeeded in ruining 
completely the fast declining French automotive market in 
Belgium. 

These unhappy developments precipitated a patched-up 
Trade Agreement which France made in characteristic French 
style—impractical in its provisions—exasperating to both 
parties. Thus, imitating practically every other country in 
Europe, the “New Deal” Belgian Government is leaning 
toward England for financial aid and commercial support. 
When parsimonious bankers in Paris failed to support their 
little gold bloc brother on the eve of the belga devaluation, 
London became the mecca of Belgian financiers. 

The wisdom of this transfer of affections has been wit’ 
nessed in recent conversion operations of the Belgian Stabilt- 
zation Loan of 1926. Incidentally these operations permit 
the repayment of America’s outstanding stake in that Loan 
—approximately 12 million dollars. With an issue of 4 per 
cent bonds at 98! for the amount of £8,600,000, Belgium 
is a country convinced of one tangible fact. It knows 
on which side of the Channel its bread is buttered. 
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Poland—It’s an Ill Wind 


The popular political attitude of Poland today might be 
expressed in the old maxim: it’s an ill wind which blows 
nobody any good. The re-emergence of Germany as a 
Power on the Continent and the sudden re-alignment of 
treaties and traffics has brought Poland into closer friend- 
ship with several of the Allied Powers by re-association. 

Outstanding for the commercial and military advance of 
the country are two treaties concluded in the past two 
months between Poland and two powers now even more 
than ever definitely allied against Germany—Russia and 
Belgium. The Russian-Polish Agreement is nothing more 
nor less than an elaborate export-import horse deal for 1936. 
Poland during 1935 fared rather badly in her trade with 
the Soviets, selling iron, steel and other merchandise worth 
approximately 11 million zlotys, in return for a miscellany 
of purchases of tobacco, hides, caviar and other articles 
valued at nearly 15 million zlotys. This unfavorable balance 
was irksome. The problem resolved itself into a question 
of cutting down on Russian caviar or making Russian indus- 
try absorb more Upper-Silesian iron and steel. After a 
long dicker over terms, Russia has promised to take and 
pay for 4,500,000 zlotys of metallurgical products. Hence 
Poland anticipates more favorable commercial balances and 
Russia anticipates needed materials for her heavy industries. 
Indirectly, United States steel shipments to the Soviets are 
likely to receive another jolt. This Agreement between 
the Russians and the Poles—even on a horse-trade basis— 
is a favorable omen for Franco-Russian conciliation. 

Perhaps equally important and more lasting in its effects 
is a new Polish-Belgian Treaty signed by the Polish Foreign 
Minister on a spe- 
cial trip to Brussels, 
during March— 
worthy of notice 
even in the midst 
of such diplomatic 
devices as the 
Eden - Flandin-Rib- 
bentrop discussions. 

Commercial ex- 
change between Po- 
land and Belgium 
amount annually 
to half a_ billion 
francs. This figure 
is likely to be ap- 
preciably exceeded 
during the coming 
months presumably 
to the detriment of 
Germany and pos- 
sibly of the United 
States. 

By the terms of 
the Polish-Belgium 
accord original 
treaties of 1932, 1933 and 1935 have been abrogated—a 
modern mode in Treaty tendencies—replaced by a more 
comprehensive document revising tariff rates between the 
two countries. The Belgians will find extended markets in 
Poland for fresh vegetables, supplementing a recently devel- 
oping export trade to New York in this category of mer- 
chandise. Belgium will also have favorable tariff treatment 
in hides, dressed skins and finished leather articles. Certain 
other articles more directly conflicting with American ex- 
ports to Poland are specific items of mechanical equipment 
and photographic products. 

Interesting as a side-light on present European mentality 
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Modern large drydock in the Port of Gdynia 





is the singular reference to “arms for hunting.” Even if this 
qualification in the tariff schedule is not to be taken too 
literally, it can be generously deduced that the need for 
hunting paraphernalia must have increased in no small way 
judging from the innumerable diplomatic shooting parties 
around Warsaw in which various European foreign Min- 
isters have indulged. These parties have always resulted in 
a big bag, among which possibly may be counted the original 
drafts of the present Polish treaties. Specifically Belgium 
has a billion francs invested in Poland distributed among 
57 different commercial enterprises—occupies fifth place in 
Poland’s list of creditors. 


* * 1 


Italy—Sanctions Sans Gene 


For the past fortnight Swiss protests against the League 
of Nations’ Italian sanction policy have passed practically 
into oblivion. The milder threats of Frenchmen to abandon 
Mr. Wilson’s foundling have also been cast into the shadow 
by the more sensational infractions of so-called sacred 
pledges. It was pointed out in these columns a few weeks 
ago, however, that certain Central European countries were 
commencing to suffer commercially from sanction restric- 
tions. Notably among these was Czecho-Slovakia where 
statistics show a fall in Czech trade at a moment when the 
Crown can least afford slip-ups in sales, even from Italy 
whose credit is more ethereal than real. 

Perhaps the best commentary on the practical workings 
of the Sanction System in general is afforded by the Italian 
statement about outstanding obligations. During the year 
ending March 4, 1936, the total transferred into 
sterling for pay- 
ment to Italian 
creditors in United 
Kingdom, under 
the Anglo-Italian 
Trade and Pay- 
ments Agreement, 
amounted to 3, 
798,620 pounds 
sterling, with about 
1,426,301 pounds 
sterling still out- 
standing. _ Corre- 
spondingly Italian 
creditors of Eng- 
land have _ been 
paid 3,873,814, 
and _ correspond- 
ingly are still owed 
about 1,280,073. 
These figures in 
themselves would 
indicate that sanc- 
tions have failed 
to create an Italian 
economic collapse 
— perhaps of more pertinent significance, sanctions have been 
rendered ridiculous through the Allied appeal to Italian 
statesmen to join wholeheartedly in an alumni military re- 
union of the class of °14. 

As a reply to the American silver policy Italy has an- 
nounced the publication of a decree authorizing the issue of 
500 million lire in treasury notes in replacement of the 
same amount of 5 lire coins in silver. By the end of 
December, 1937, this replacement is scheduled to have been 
terminated. If in the transaction Italy trims the edges of 
its currency, the authorities are already prepared. There 

(Please turn to page 806) 
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AMERICAN SMELTING & REFINING 





Heading Back to Prosperity 


Increased Mining Operations Favored by Trend of 


Metal Price Hold Promise of Still Better Earnings 


By LauRENCE STERN 


O many men a great depression spells unmitigated 

disaster. To others, possessing unlimited faith in 

the future and resources to back that faith, depres- 
sion means opportunity. It was always so with such bold 
adventurers as James J. Hill, J. Pierpont Morgan and 
Andrew Carnegie. It was so of shrewd old Meyer Gug- 
genheim, with his keen eyes and flowing whiskers. What 
is more to the point of this story, it is so today with the 
second generation of Guggenheims, who are carrying on 
that saga of world mining history started by their father. 

Specifically, the American Smelting & Refining Co., a 
Guggenheim company and the most diversified enterprise 
in the field of non-ferrous metals, has emerged from the 
worst of our modern depressions as a basically stronger 
company than it ever was before, largely by the simple 
method of acquiring additional valuable properties at de- 
pression prices and putting them under a management 
which knows how to lose little of permanent value when 
times are bad and how to make all there is to be made 
when times are good. 

Recently the stock market awoke with a start of surprise 
to some of the things that have been going on in American 
Smelting. There was published the 1935 earnings report 
showing profits of $5.01 per share on its common stock, 
as compared with only $1.63 per share for 1934. This 
is the best showing since $10.02 per share was earned in 
1929, and it would have been $1.49 more or $6.50 per 
share, had the company stated the cost of inventories on 
the same basis as in 1934 and former years. 

Now, of course, new properties are by no means the 
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whole story of this remarkable recovery in earning power 
Fart of it was due to continued prosperous business in gold 
and silver, both tied up with the Government's monetary 
policies. Part of it was due to substantial recovery—both 
in volume and price—in the industrial metals, copper, lead 
and zinc. Finally, part of it is accounted for by the 
character of the company’s capital set-up in which $22,- 
959,000 in 4 per cent bonds, 500,000 shares of 7 per cent 
cumulative preferred stock and 184,000 shares of 6 per 
cent cumulative preferred precede the 1,829,940 shares 
of outstanding common stock, thus imparting wide “lever 
age” to the equity. 

But in appraising the enterprise as a rounded whole, 
with especial attention to the profit probabilities of the 
future, it is worth emphasizing that in recent years Ameri: 
can Smelting & Refining has become less and less a refining 
company and more and more a mining company—to such 
an extent that a more accurate name for the enterprise 
today would be the “American Mining and Smelting Co.,” 
engaged chiefly in mining ores for itself and smelting ores 
for itself and others. Thus, it is estimated that at present 
approximately half of the company’s profits are derived on 
business originated by its own properties and half from 
custom and toll smelting. This is a radical change, for in 
i924—last year in which the company made public any 
such official break-down of operating figures—earnings 
from its own mining operations were less than 20 per 
cent of the total. 

Important acquisitions during the depression years in- 
clude the following: 
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In 1930 the company bought a large interest in The 
Mining Trust, Ltd., which has 75 per cent ownership of 
Mount Isa Mines, Ltd., owning in Australia the largest 
kad mine in the world; and in 1932 American Smelting 
took over technical operation of the Mount Isa and sub- 
sdiary properties. 

In April, 1931, the company through one of its affiliates, 
the Premier Gold Mining Co., Ltd., formed Toburn Gold 
Mines, Ltd., to develop optioned Ontario mining properties 
at the eastern end of the producing area of Kirkland Lake. 

On December 1, 1932, the company bought control of 
Federated Metals Corp., largest factor in secondary, or 
‘scrap,” non-ferrous metals. 

Early in 1933 it was announced the company had bought 
agold mine in Africa and taken options on two in Aus- 
tralia. In the same year it took a 20-year lease on certain 
property of the Utah Metal & Tunnel Co.; purchased the 
Grand Central property of the Chief Consolidated Mining 
0o., in Utah; and took a long-term lease from Utah Copper 
Co. on the Boston Consolidated Sulphide property and on 
adjoining property of the Utah Metal & Tunnel Co., both 
at Bingham, Utah. 

In March, 1934, American Smelting entered into a 
contract with the Kildun Mining Corp., for development 
and management of the Kildun property in the Matehuala 
district of Mexico. 

Notable pre-depression acquisitions by the company 
include a half-interest for fifty years in the valuable 
Buchans Mine in Newfoundland, producing chiefly lead 
and zinc, a property which American Smelting also man- 
ages; and substantial stock interests in the General Cable 
Co. and Revere Copper & Brass Co., these two holdings 
taking American Smelting into 
the fabricating field. 





will see a short, broad, dark-eyed, dark-faced man with a 
neat mustache, well preserved for his sixty-five years. He 
will arise from his desk, walk toward the door with out- 
stretched hand and greet you with a warming cordiality. 

“Well, Senator,” you will begin—he was United States 
Senator from Colorado, a Republican, from 1907 to 1913 
—"Well, Senator,” you ask, “how did your company 
manage to make so much money last year and what do 
you think of the prospects?” 

“First,” replies Mr. Guggenheim, “we have a very live- 
wire mining department and it is our most important branch. 
People generally overlook its value to us. During the de- 
pression it acquired several mining properties at very 
advantageous prices, and these properties have shown us 
good returns on the investments made. Off hand, I would 
say that our live-wire boys in there have accounted for 
at least 50 per cent of our good showing. 

“In addition, we have been able to make our company 
very highly diversified, and this diversification has been 
a fine thing for us; but we will cash in on it much more 
in the future as the business of this country speeds up.” 

Regarding this “speeding up” of business that Mr. 
Guggenheim apparently takes for granted, he will go on 
to express the personal opinion that 1936 will be as good 
a year for American Smelting as was 1935; that 1937 
will probably see marked business expansion, regardless of 
who occupies the White House, and that we have before 
us the probability of a business prosperity that will not 
reach its height before 1938 at the earliest. 

He will enthusiastically describe to you the “team work” 
of his “boys,” he will reminisce, in the manner of a born 
story teller, of his early days and associates in Colorado, 

and—distinctly off the record— 
he will talk to you of American 





As now constituted the com- re eee ee = 
pany owns eight operating mines, | he, § €- R. Com MON 


one in Peru and seven in Mexico; | 
and leases or owns in part thir- | 140 
teen mines, of which six are in | 
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Mexico and one each in New- 120 


foundland, Idaho, Australia, Brit- 
ih Columbia, Gold Coast Col- 
ony of West Africa, Bolivia and 
Arizona. In various combina- 
tions or individually there are 
produced from these mines gold, 
ilver, copper, lead, zinc, tin, and ‘ 
platinum; and the company pro- 
duces also such by-products as 
asenic, nickel sulphate, sulphuric 
acid, copper sulphate, zinc dust, 
palladium, cadmium, 
bismuth and selenium. 

In short, there is very little 
business in the whole broad field 
of non-ferrous metals and the by- 
products thereof that lies outside 
the scope of American Smelting’s 
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operations and interests — from 
the mining of ores to the smelt- 
ing and refining processes, from 1929 1930 1931 
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and Mexican politics, neither of 
which appears to give him any 
serious qualms except as regards 
the ever painful matter of taxa- 
tion, which amounted last year 
to $3.17 per share of American 
Smelting common or 30 per cent 
of net income, as compared with 
21 per cent in 1926 and only 
6 per cent in 1913. 

Such, in part, is an inside, and 
| inevitably partial, view—so af- 
fably given that you find it hard 
to buckle down and examine, 
along with the advantages, such 
possible disadvantages as may 
found on objective inspection to 
be inherent in the company’s po- 
sition arid that of its common 
stock. 

Therefore, be it noted here 
and now that while the outlook 
for American Smelting appears 
promising, the common stock is 
not a conservative investment in 
any sense, but a speculation—a 
good speculation, this analyst be- 
lieves—but a speculation. The 


























huge volume to the fabrication, 
through affiliated companies, of 
inished products. Few in any field are more integrated. 
Such is a brief look at American Smelting from the 
outside. There is another, and more interesting, view from 
the inside. So herewith let us take the reader, by proxy, 
0 the othce of Simon Guggenheim, president of the 
mpany, at No. 120 Broadway, New York City. You 
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reasons why it is speculative are 
inherent in the history of erratic 
price fluctuations in the non-ferrous metals, especially cop- 
per, lead and zinc; in the “prince and pauper” swings of 
consuming demand for the industrial non-ferrous metals; 
in the past violent ups and downs of the company’s earn- 
ings; and, finally, in the fact that the common stock as 
stated above is preceded in claim upon earning power by 
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$22,959,000 in bonds, 184,000 
shares of 6 per cent preferred 
stock and 500,00 shares of 7 per | 
cent preferred stock, both classes | 
of preferred being cumulative and | 
the large 7 per cent issue being 
non-callable. 

On the other hand, the above 
investment limitations have no 

ring whatever upon intelligent 
speculation in the common stock. 
The essence of speculation is 
change; and the greater the pos- 
sibilities of change in the position 
of an equity, the greater the op- 
portunities for speculation. The 
very circumstances that make | 
American Smelting common un- 
suitable for conservative invest- 
ment make it attractive for longer- 
term speculation. The ideal spec- 
ulative policy, of course, is to 
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“You ask me if I 
see any breakers 
ahead so far as the 
interests of the Amer- 
ican Smelting & Re- 
fining Co. are con- 
cerned. I can say 
frankly I do not. 
There is no reason 
why the company 


should not be able to maintain its 


Besides, our mining 
nstantly on the look- 


out to acquire new mining properties, 


which have added so much to the 





Gold, as far as we can see on 
the present set of conditions, js 
unlikely to go higher in price 
than the present $35 an oung 
parity of the dollar; and foreign 
prices of this metal, despite th 
fact that American Smelting has 
foreign production, make no dif. 
ference, becoming $35 an ounce, 
or within a few cents thereof, 
upon conversion into dollar 
Hence, over the next several years 
the company’s profits from gold 
will tend to remain static except 
to the extent that the volume of 
the metal produced or handled 
for others can be increased 
Against such possible increased 
volume at a fixed price is the of: 
set of a continuing rise in oper 












prosperity of the company.” 


ating costs, including taxes. We 
conclude, therefore, that gold 
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price trend of and the demand 

for the company’s products are rising and to dispose of it 
when, or just before, the price-demand cycle turns down- 
ward. The latter decision, much the more difficult of the 
two, will not have to be faced for some time to come and 
hence may be dismissed from current analysis, leaving for 
our consideration the present upward cycle in the com- 
pany’s affairs and the probable projection thereof. 

In general, our underlying economic recovery is still 
incomplete and it is a valid assumption that, subject to 
temporary interruptions, it will continue for at least sev- 
eral years, ultimately carrying aggregate business activity 
above all former peaks. This is not a matter of statistical 
analysis, but merely an assumption supported by all of 
our past business history and by abundant evidence that 
innate American business vitality and initiative are unim- 
paired. 

So far as American Smelting is concerned, its industrial 
metals—especially copper and lead—have lagged behind 
the general recovery for the reason that their cycles parallel 
the cycles in capital goods and construction to a large 
extent. Hence, along with capital goods industries and 
construction, they have a long way to go in recovery both 
ot demand and price, the latter being much more difficult 
of forecast than the factor of demand, which inevitably 
will rise much farther. It is pertinent, therefore, to con- 
sider individually and briefly the position of the major 
metals upon which the company’s profits depend. 


in the company’s progress from 
this point onward. 

To what extent gold figures in the present revenue 
and profits of American Smelting can not be determined 
from the official operating statistics made public. Reflecting 
the stimulation of the $35 price, as compared with the for 
mer legal parity of $20.67, the 1935 report shows a totd 
of 1,869,299 ounces of gold produced, purchased for treat 
ment or treated on toll for others, a new record high exceed: 
ing previous high of 1,760,702 ounces reached in 1930 by 
approximately 6 per cent. In dollar value the 1935 output, 
however, was around $65,425,000, as compared with ap 
proximately $36,350,000 in 1930 and $30,000,000 in 1929. 

The outlook for silver is utterly beyond forecast, being 
enmeshed in the uncertainties and vagaries of a United States 
Government silver buying program which has puzzled the 
world, and still does. American Smelting produced, pur 
chased or treated for others a total of 97,317,373 ounce 
of this metal last year, a new record high comparing wil 
89,098,293 ounces in 1929. At the year-end price of 49.75 
cents an ounce quoted by Handy & Harman, the year’ 
volume would figure a dollar value of approximately $48, 
658,000, against approximately $50,000,000 for the smaller 
volume of 1929. But such figures are misleading becaux 
the Treasury “pulled the plug” in the world silver market 
late in the year and during most of the year the price 
averaged well above the year-end figure. The important 








Gold Year-end Silver Year-end Groowe 
Year (Ounces) Price (Ounces) Price (Lbs.) 
1935 1.02 $35 53 49.75c* 223 
1934. 81 35 42 64.75° 173 
1933. .71 34 06 26 44 62° 1388 
1932. .73 20 67 24 24 37 152 
1931. .79 20.67 36 80.25 297 
1930. .96 20.67 47 $1.12 482 
1929. .80 20.67 48 46.75 677 
1928. .717 20.67 45 57.37 616 
1927. 81 20.67 44 57.50 587 
1926. .89 20.67 47 54 575 
1925. .91 20.67 45 68 550 








The Business Done on Each Share of American Smelting and Refining Common Stock — 
(Production Figures Include Fall Business) 


( Please turn to page 804) 

Year-end Lead Year-end Zinc Year-end Earned 
Price (Lbs.) Price (Lbs.) Price Per Share 
9.025c 401 4.50c 70 4.85c $5.01 
8.775 360 3.70 64 3.725 1.63 
8.025 306 4.15 45 4.35 A f 
4.775 263 3.00 46 3.125 def. 
7.025 397 3.75 58 3.188 def. 
10.275 644 5.10 72 4.125 3.77 
17.775 596 6.25 60 6.45 10.02 
16.275 516 6.50 62 6.35 8.24 
13.787 621 6.50 57 5.65 6.55 
13.025 513 7.80 53 6.962 7.79 
13.850 498 9.25 49 8.550 6.39 

s 


* The price at end of 1933 and 1984 for newly mined domestic silver qualified for delivery to U. S. mints was 64 c; and at end of 1935 was 77c. 
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Plain Facts on the Steel 
Outlook 


Changing Demand Brings New Developments—Operating 


Rate Indicates Profit Improvement for Most Companies 


By Epwin A. Barnes 


HE most impressive fact about the steel industry is the 
most apparent one. Recovery is gaining momentum, 
and along a broader front. Particularly heartening 

has been the evidence of the belated revival in the demand 
for the heavier types of steel. As a harbinger of recovery 
in the capital goods industries, without which the per- 
manence of business improvement in other lines would be 
open to serious doubt, the basic importance of this fact is 
of primary significance. The manufacture of steel is a great 
industry with vast ramifications and through following its 
course, it is possible to observe both the causes and effects 
which accompany the rise and fall in the tides of general 
business. 

Within the structure of the 
industry, however, are specific 
trends, factors and problems 
peculiar to it and their mani- 
festation has been responsible 
for a conspicuous lack of uni- 
formity not only in the man- 
ner in which individual steel 
companies met the depression 
but more recently in the de- 
gree of earnings recovery. 
Thus, it is not enough merely 
for the investor to know that 
the steel industry is doing bet- 
ter. This is simply the broader 
perspective and must be re- 
duced to terms of individual 
companies, for the nature of 
the steel industry today is such 
that it would be possible for 
the industry to do a lot better 
and yet some companies would 
be found to be still lingering 
in the wake of recovery. 

Without a doubt one of the 
most significant developments 
in the steel industry in recent 
years has been the marked shift 
in the demand for the various 
types of steel. This change has 
been featured by the predomi- 
nant demand for the lighter 
forms of steel such as sheets, 
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strip, wire and tinplate, while such items of former impor- 
tance as rails, plates and structural shapes have dropped to a 
relatively minor position. To say that this has been due 
entirely to the influence of the depression, however, over- 
looks another important factor. It is true, of course, that 
the severely restricted purchases of the railroad and con- 
struction industries, normally the heaviest customers of rails, 
plates and structural shapes, were responsible for an acute 
slump in demand. This in turn enhanced the relative im- 
portance of the lighter types of steel, the demand for which 
offered greater resistance to the depression because it was 
largely of the direct-consumer type such as automobiles, tin 
containers, electric refrigerators and their like. But it is 
highly improbable that the de- 
mand for light steel would have 
reached these significant pro- 
portions had it not been for 
the technological progress made 
during the past five years in 
metallurgy and the technique 
of metal-working. This has 
been reflected particularly in 
the development of so-called 
“alloy steels”. The success of 
these efforts has made it pos- 
sible to substantially broaden 
the uses to which steel may be 
applied. Twenty-five years 
ago less than a dozen varieties 
of steel were used in the manu- 
facture of a motor car. Today 
there are more than four score 
varieties of steel in the average 
automobile passenger vehicle. 
Technological progress in the 
steel industry is really some- 
thing new. For many years the 
industry clung to old methods 
and formulas and research ac- 
tivities, if any, were indiffer- 
ent. Many of the more impor- 
tant innovations and new dis- 
coveries in steel manufacture 
were credited to foreign 
sources. Now, however, the 
industry appears to have awak- 
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ened to the limitless pos- 
sibilities of technical re- 
search. A sizable propor- 
tion of the current demand 
for steel in the lighter 
classifications is contrib- 
uted by alloy steels and as 
these are subject to consid- 
erable expansion in the 
future, it is no longer a 








Steel Companies Favored by Near Term 
Outlook 


Earnings per Share 
1935 1934 


Company 
Allegheny Steel 
Amer. Rolling Mill... . 
Bethlehem Steel 
Crucible Steel 


1.50 

2.25(e) 
4.59(a) 
§.07(a) 


safe assumption that the 
lighter types of steel must 
remain in a comparatively 
static position, merely be- 
cause they are used prin- 
cipally in the manufacture 
of consumption goods. 


Inland Steel 6.54 
National Steel........ 5.16 
0.49 








0.32(a) 


(e) Estimated. (a) Preferred shares. 


in the five-year period, 
1922-1926 inclusive, rail. 
roads took more than 25 
per cent of the average to- 
tal, or 7,680,000 tons an- 
nually. While this level ig 
not likely to be an early 
reality, the upturn now in 
evidence marks the first 
definite turn for the bet. 
ie ee ho ter, and as such the favor. 

able implications both 
2.80 1.50 69 . 

‘ economically and from the 
Nil None 24 : 2 
ain standpoint of the steel in- 

dustry specifically may be 
safely accepted. 

In the construction in- 


Recent 
Dividend Price 


0.99 1.00 34 
0.49 1.20 30 
0.59(a) None 68 
0.30(a) None 38 











On the basis of reason- 
ing that the demand for 
heavy steels suffered the most acute decline, this classifica- 
tion, therefore, has the most to gain by a recovery to normal 
proportions, several recent developments are noteworthy for 
their probable bearing on this phase of the steel outlook. 
As already pointed out, the demand for the heavier types 
of steel emanates principally from the railroad and construc- 
tion industries, and in the case of the latter chiefly public 
works, new factories and large office and apartment build- 
ings. 

Prospects that a vigorous demand for steel rails, rolling 
stock, etc., will materialize are governed by railroad operat- 
ing income. Given an opportunity to emerge from the 
“bread and butter” existence forced upon many of the 
carriers in late years, there is little doubt that they will lose 
no time in replenishing their maintenance and equipment 
needs. Indeed, not a few roads have practically reached 
the limit to which they can longer postpone necessary expen- 
ditures. While the railroad outlook remains clouded, mostly 
by factors beyond the control of management, any improve- 
ment in general business must inevitably increase freight 
trafic and, from a railroad’s point of view, proper main- 
tenance is more important than dividends. 

It has been estimated that since the end of the third 
quarter last year, railroads have placed orders requiring 
about 1,300,000 tons of steel, having a value of around 
$50,000,000. In the first two months of 1936, railroads 
ordered 12,679 freight cars, as compared with only 514 in 
the same months of 1935; 37 locomotives against 5 a year 
ago; and the vol- 
ume of steel rails 





dustry for the first two 
months this year, the larg. 
est gain was scored in the non-residential classification. Non- 
residential building was up 110 per cent, influenced to a 
considerable extent by public works contracts. Of particu 
lar significance, however, was the fact that contracts for 
industrial plants were double the volume for the first two 
months of 1935. There has been no let-up in plant rehabili- 
tation and modernization throughout the country and new 
plans for substantial outlays are announced almost daily. 
Similar signs are to be observed in the trend of corporate 
financing. It has been estimated that of the total of new 
corporate financing in the initial quarter this year—three 
times greater than a year ago—nearly 25 per cent was for 
the purpose of raising new capital funds. And finally, the 
demand for heavier steel this year will be augmented by the 
repair and replacement of dams and bridges damaged by 
the recent floods. 

It is doubtful, however, that tonnage sales of heavy steel 
will increase to a point sufficient to alter materially the 
relative advantage now held by the lighter types. There are 
ample indications that automobile and truck manufacturers 
will turn cut more units this year than last; the possibilities 
are good that tin plate production will attain a new high 
record; sales of electric refrigerators likewise promise to 
push ahead in record-breaking volume; and farm equipment 
makers are anticipating a gain of at least 25 per cent in 
current sales. Last year, steel utilized for these purposes 
accounted for nearly 46 per cent of all steel production, as 
compared with 43 per cent in 1934. In 1935, total steel 
production gained 
29 per cent, while 





and track acces- 
sories was three 
times that of the 
corresponding pe- 
riod of 1935. The 
volume of railway 
equipment buying 
this year has been 
larger than in any 
year since 1930 
and is likely to 
continue so. The 
importance of any 
headway in the 
direction of re- 
storing steel pur- 
chases of the rail- 
roads to anything 
approaching nor- 
mal is suggested 
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STEEL INGOT PRODUCTION 
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1933 1934 1935 


the output of 
light steel in 
Sncreat  a creased 37//y per 
3 = cent, as compared 
nae with a gain of 
only 23 per cent 
in the production 
of heavy steel. 
Even allowing for 
a generous mea’ 
sure of improve 
ment in the cur 
rent demand for 
heavy steel, it is 
difficult to avoid 
the — conclusion 
that the industry 
as a whole will 
continue to de 
(Please turn 
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— to page 800) 








by the fact that 
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il Strike Favorably Affects 
Three Companies 


United Gas Oil Holdings Lends Attraction to Elec- 
tric Power and Light and Electric Bond and Share 


By Munroe MarsHaLt, Jr. 


HE common shares of 

United Gas are quoted 

above 8; Electric Power 
© Light common is selling at 
14; and Electric Bond & Share 
at 23. These levels represent 
advances ranging from 51 per 
cent to 135 per cent from the 
low point at which these sev- 
eral issues sold less than three 
months ago. Other securities 
of these companies have like- 
wise scored important gains, 
not as a result, however, of a 
broad general or group move- 
ment but rather because of a 
series of late events which 
promise to have a favorable 
effect upon the status of these 
companies. The significance 
of these developments is more 
fully comprehended from the 
perspective supplied by the 
background of the three com- 
panies and their close corpo- 
rate relationship. 

The United Gas Corp. is a 
comparatively recent addition 
to the Electric Bond & Share fold, having been organized 
early in 1930 as a holding company. The company’s in- 
ception was the result of the decision of Electric Power & 
Light to broaden materially the scope of its natural gas 
operations. Immediately United Gas embarked upon an 
ambitious program of expansion, involving the acquisition 
cf established natural gas companies, which, notwithstand- 
ing the fact that general business depression was becoming 
progressively worse, extended well into 1932. Under the 
conditions which existed during this period, it was impos- 
sible for an unseasoned enterprise of this nature to obtain 
funds: through the public sale of securities and it was only 
through the financial assistance of the banks and Electric 
Bond & Share that the company was able to substantially 
complete its plans. At the end of March, 1932, the com- 
pany owed $26,000,000 to Electric Bond & Share and had 
$21,250,000 in bank loans, a heavy burden to carry against 
the forces of depression. 
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Had it not been for this 
timely financial aid, the career 
of United Gas as a solvent en- 
terprise might well have been 
short-lived. Gross revenues of 
the company declined persist- 
ently from 1930 through 1933, 
while operating costs, fixed 
charges, and taxes remained 
virtually unchanged. As a con: 
sequence net income dropped 
from about $9,500,000 in 1930 
to less than $2,300,000 in 
1933. The year 1931 was the 
last one in which full dividends 
were paid on the company’s 
first and second preferred stock 
issues. No dividends have ever 
been paid on the common stock 
and as late as 1935 this equity 
was valued at less than $1 a 
share in the market. 

The relatively brief and in- 
auspicious financial history of 
the company, however, in no 
way reflects doubt upon its in- 
dustrial importance or ultimate 
future. As a supplier of nat- 
ural gas, United Gas is easily one of the most important 
factors. Through subsidiaries, the company operates a com- 
prehensive system of natural gas producing properties, aug- 
mented by a network of pipeline and distributing facilities. 
Large gas reserves and leases are owned in Louisiana and 
Texas, while the pipe line system includes about 5,000 miles 
of main line and nearly 1,000 miles of field lines, in addition 
to more than 3,200 miles of distributing lines. Seven plants 
for the extraction of natural gasoline from natural gas are 
operated. 

The company serves natural gas at wholesale and retail 
for both industrial and domestic use in various districts of 
Louisiana, Texas, Mississippi, Alabama and Florida. The 
majority of these districts are interconnected in a unified 
system and embrace some 170 communties to which natural 
gas is supplied at retail and about 145 which are served on 
a wholesale basis. Total population of the combined terri- 
tory is about 2,500,000. (Please turn to next page) 
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Largely through the medium of the United Gas Public 
Service Corp., a subsidiary, many of the properties originally 
acquired have been consolidated, intermediate holding com- 
panies have been eliminated and the entire corporate struc- 
ture simplified. Moreover, unfavorable operating conditions 
have failed to halt the continued amplification of the com- 
pany’s facilities through drill- 


share respectively. Nothing was earned on the second pre- 
ferred for the three months ended November, 1934, but for 
the similar period last year, net, after allowing for first 
preferred dividends, was equal to 40 cents a share. 

To fully cover dividends on both classes of preferred 
would require approximately $9,400,000 annually, or nearly 
double the indicated net income 
for last year. Even granted 





ing operations, pipe line exten- 





sions, etc. In 1934, capital 
expenditures exceeded $6,000,- 
000. All in all, the evidence is 
that the problems and neces- 
sary changes incident to the 
creation of a large integrated 
natural gas system are now 
past history and the construc- 
tive results in the form of 
lower operating costs and other 
savings should find visible re- 
flection in earnings from this 
point on, as indeed they al- 
ready have. 


In 1934, the company re- Rois iucn nec 
ported gross revenues of $25,- 
363,000, an increase of about 
$5,000,000 over 1933, and the Punded Debt............... 
largest since 1930. In that year | GRPIRNRINS.........5.3.0. 
operating income increased OS Preterred . ... .. 0560505 
ere et ee 


$2,000,000 and for every $1 
of gross about 35 cents was Hote. 
available for fixed charges. Al- 
lowance for the latter left net 
income of $4,538,963 as com- shares. 
pared with $2,267,146 in 1933. 





Capital Structures | 
United Gas | 


Electric Power & Light 


Subsidiary Funded Debt...... 
Funded Debt............... 
fg, a ee 
eee 
$7 Second Preferred........ 


Electric Bond & Share 


Rec Oner None | 


All United Gas second preferred and 8,795,086, 
shares of common are owned by Electric Power & Li ‘ht 

Electric Bond and Share owns 17% Electric Power & Light 
the common, as well as about 


second preferred and 58% of 
4% of United Gas first preferred and 10% of the common 


that revenues this year will 
show further substantial im 
provement, it is hardly to be 
thought likely that gains will 
be sufhicient to produce a 100 


settee eeees ae A per cent gain in net income 
ey Sera ; 
ce ae 884,680 shs. To show 50 cents a share on 


7,818,959 shs . the outstanding common would 
| require about $13,000,000 in 
| net. Such an accomplishment 


might be within the realm of 


Socuiteea hs $218,096,800 

ere 31,000,000 possibilities for a company 
616,185 shs. | identified with an industry of 
— | more dynamic aspects, but 

eA RAN 83,614 shs. | , 


| while the consumption of nat- 
| ural gas has shown a steady 
increase and should continue 
to do so, gains would have to 
be spectacular in the case of 
United Gas to show anything 
available for the common stock 
this year. Common stock divi- 
dends are even more distant. 

First there is the matter of 
floating debt to be considered 
Second, some method for dis- 


3,419,489 shs. 


1,155,655 shs. 
300,000 shs 
5,267,147 shs 














Aided by the increased con- 
sumption of natural gas for in- 
dustrial purposes, further gains were shown last year. 
The latest figures available cover the twelve months 
ended November 30, and reveal an increase of $2,300,- 
000 in gross, and net income of $4,951,861 compared 
with $4,103,183 in the same months of 1934. Even 
more favorable is the contrast between the three months 
ended November 30, 1935, with the corresponding period 
of the previous year. Net income for the latter period 
amounted to $454,494, while in 1935 the total was $1,142,- 
026. 

It is likewise interesting to observe the effect of this 
marked turn for the better in earnings upon the company’s 
capitalization. United Gas Corp. itself has no bonds out- 
standing. Funded debt of subsidiaries, however, aggregates 
about $19,000,000. In 1934, fixed charges, including inter- 
est on subsidiary bonds, as well as on the parent company’s 
bank loans and advances, were covered better than twice, 
and when the full report for 1935 is available it will doubt- 
less show fixed charges to have been earned about two and 
a half times. 

Parent company capitalization consists of 449,822 shares 
of $7 first preferred stock, 884,680 shares of $7 second pre- 
ferred stock and 7,818,959 shares of common. In addition 
there are outstanding option and stock purchase warrants 
sufficient to increase the common stock by 4,867,982 shares. 
All of the second preferred stock, 3,795,086 shares of com- 
mon and warrants to purchase 3,601,011 shares of common 
at $33 1-3 are owned by the Electric Power & Light Co. 

For the twelve months to November 30, last, the first 
preferred shares showed earnings equal to $11.01 each, and 
if allowance is made for the full $7 dividend on the senior 
preferred, balance for the second preferred would have been 
equal to $2.04 a share. In the same months of 1934, the 
first and second preferred shares earned $9.12 and $1.08 a 
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charging the accumulated divi- 
dends on the first and second 
preferred shares must be conceived. Bank loans due July 
20, this year amount to $21,250,000 and $25,925,000 is 
owed to Electric Bond & Share. The bank loans previously 
have been extended and could doubtless be again extended 
this year if necessary. Moreover, it is safe to assume, in 
view of that company’s excellent financial position, that 
Electric Bond & Share is not pressing payment for the 
amount due them. It is quite conceivable, however, that 
United Gas is desirous of taking advantage of current low 
interest rates and market conditions to liquidate both of 
these items of indebtedness through the medium of a long 
term bond issue. Such a move would be particularly desir- 
ous in the interests of strengthening the company’s working 
capital, which at the end of 1934 showed an excess of 
nearly $24,000,000 of current liabilities over current assets 
This has since been increased by the addition of the bank 
loan which is now a current liability. 

Accumulated dividends on the first preferred shares 
amounted to $23.37 a share on April 1, while accumu: 
lations on the second preferred total $28 a share. To liqui- 
date these dividends in full would require about $35,000,000 
The obstacles which stand in the way of discharging these 
dividend arrears in cash are only too obvious. The solution 
to this rather formidable problem would appear to lie in 
the formulation of some plan of recapitalization which 
would take into consideration the realities of the company’s 
present position. Such a plan would undoubtedly require 
concessions on the part of all classes of stockholders but 
in the long run they might fare much better than they 
would if the company were to continue indefinitely under 
the mounting burden of unpaid preferred dividends. 

So far the situation with respect to United Gas offers 
nothing unusual in support of the substantial gains recorded 
in the market value of its shares or those of the two com- 
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panies heavily interested—Electric Power & Light and Elec- 
tric Bond & Share. True, the affairs of United Gas appear 
to be definitely on the mend but hardly to an extent which 
would justify an increase of more than 100 per cent in the 
price of the common stock. The missing factor in the equa- 
tion is supplied by oil. Thus, improving earnings plus the 
discovery of oil equal speculative enthusiasm. 

United Gas has an important stake in the new two-state 
Rodessa Pool, situated in the northwestern part of Louisi- 
ana and extending into the adjacent state of Texas. Oil in 
the Rodessa area was discovered last July and the results of 
subsequent drilling operations have led competent engineers 
and geologists to express the belief that the field may rival 
the famous East Texas field. The potential output of the 
Rodessa field has been estimated as between 100,000,000 
and 150,000,000 barrels and it has been reported that the 
interest of United Gas amounts to nearly one-third of the 
total area. 

The latest reports are to the effect that United Gas has 
completed 33 wells in the Rodessa field and present plans 
call for the drilling of 21 more. It is practically impossible 
te even estimate the potential value of this property, or the 
effect upon the earnings of the company. Considerable will 
depend upon the success of later drilling operations, but 
on the strength of developments to date the company’s in- 
terest has been estimated as having a value upwards of 
$25,000,000. However, efforts to prevent uneconomic pro- 
duction in this new field, with its accompanying threat to 
the stability of the oil industry as a whole, have thus far 
restricted output to 400 bar- 
rels daily, only a small frac- 
tion of possible production. 

Unless these restrictions are 
liberalized, the earnings of 
United Gas cannot benefit in 
the near future as much as the 
value of the oil discovery 
would indicate. The impor- 
tance of oil to United Gas, 
however, may be more imme- 
diately effective in another di- 
rection. In the event that the 
early promise of the Rodessa 
field is subsequently borne out, 
the improvement in the asset 
position of the company would 
facilitate the funding of bank 
loans and advances, and some 
plan to take care of accumu- 
lated dividends on the pre- 
ferred shares would probably 
eventuate. 

In the circumstances, invest- 
ment participation in the situ- 
ation would be clearly a specu- 
lative undertaking. The United 
Gas first preferred shares, 
quoted around 104, are the 
least speculative medium and 
offer interesting possibilities 
based on potential income and 
provision for accumulated div- 
idend arrears. The common 
stock, of course, is largely a gamble. 

Holding all of the second preferred stock of United Gas, 
and the majority of the common stock, the Electric Power 
& Light Corp., would be the most important single bene- 
ficiary of favorable developments involving United Gas. 
For this reason the speculative interest recently shown in 
the securities of the latter company has likewise been mani- 
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fest in the several classes of stock of Electric Power & Light. 
In support of any preference for the securities of Electric 
Power & Light, it is to be admitted that they are several 
shades less speculative than the shares of United Gas. 

About one-third of the consolidated revenues of Electric 
Power & Light are derived from the sale of gas, chiefly 
through United Gas, while about half of the company’s 
revenues is provided by electricity sales. Operating sub- 
sidiaries furnishing electric power and light service com- 
prise two principal groups and the several territories served 
are about equally divided between rural and urban con- 
sumption. Industrial power accounts for about 40 per 
cent of the system’s output, domestic uses 44 per cent, and 
the balance is distributed wholesale to municipalities, etc. 

The capital structure of Electric Power & Light was. ill 
designed to withstand the adversities of an extended busi- 
ness depression and in 1933 and 1934 net operating income 
was not sufficient to cover fixed charges in full. In addition 
to the company’s own funded debt of $31,000,000, subsidi- 
ary debt amounts to some $218,000,000. The company has 
outstanding 515,135 shares of $7 and 255,430 shares of $6 
first preferred shares, 83,614 shares $7 second preferred 
stock, and 3,419,489 shares of common. About 17 per cent 
of the second preferred and 58 per cent of the common is 
owned by Electric Bond Share. 

Like United Gas, Electric Power & Light is faced with 
the problem of eventually making some provision for ac- 
cumulating dividends on the several classes of preferred 
stock, and also like United Gas, the full liquidation of ac- 
crued dividends in cash does 
not seem feasible. A total of 
$19 in back dividends has ac- 
cumulated on the $6 preferred; 
$22.17 on the $7 preferred; 
and $26.25 on the $7 second 
preferred, or an aggregate to- 
tal of about $18,500,000. 

Moreover, there is nothing 
in the company’s recent show- 
ing to suggest that payments 
on any class of preferred stock 
are an imminent possibility. 
Total annual dividend require- 
ments on the three preferred 
issues are something less than 
$6,000,000. For the twelve 
months ending last November, 
the company reported an en- 
couraging gain in earnings by 
contrast with the same periad 
of 1934, but net income of 
$888,723 was equal to only 
$1.15 a share on the combined 
classes of first preferred stock. 
It would require net income 
of ten times that figure to 
fully cover preferred dividends 
and leave a balance of about 
90 cents a share on the com- 
mon. On the other hand con- 
siderable leverage is imparted 
to the preferred issues, and 
the common too for that mat- 
ter, and an increase of 10 per cent, for example, in net 
operating income would boost earnings on the two senior 
preferreds to about $5 a share. Such an increase this year 
would seem quite possible. The common, however, is un- 
likely to show earnings for some time and dividends which 
were stopped in 1932 are at best a dim prospect at this time. 

(Please turn to page 801) 
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Where Should Liquor Stocks 
Sell in 1936? 


Combination of Factors Have Held Leading Issues 


Between Six and Nine Times Current Earnings 
While Other Stocks Sell at Twenty to Thirty Times 


By L. L. SANDERSON 


ANY seasoned and popular industrial stocks are 
‘ow quoted at prices twenty to thirty times 1935 
earnings per share. The two leading liquor stocks, 
however, are priced at only six to nine times earnings. 
Specifically, National Distillers at 315% sells at about nine 
times last year’s profit of $3.44 per share; Schenley at 
45’, is quoted at six times the 1935 profit of $7.65 per 
are. 

Such price-earnings ratios appear far out of line with 
the general advance of the stock market during the past 
year—so far out of line that they provoke widespread 
curiosity and conjecture as to why the liquor issues sell so 
low in relation to earnings. 

There are many reasons why a liquor stock must com- 
mand a relatively low valuation as compared with a prime 
industrial, but such generalization does not answer the 
question of precisely how low such valuation should be; 
nor does it answer the question whether present valuations 
are too low. 

Since numerous considerations, favorable and unfavor- 
able, are involved, let us for convenience of reasoning cite 
briefly the pros and cons, taking first the unfavorable fac- 
tors. 

1. The liquor industry is and always will be affected 
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with a public interest, being somewhat similar to railroads 
and public utilities in this respect. It is subject to a multi- 
plicity of regulations, national and local; and such control 
two years after repeal of Prohibition is still in a state 
of flux, by no means stabilized. Again, liquor, as a luxury 
product, is subject not only to high current taxation, but is 
vilnerable to still higher possible imposts. Like gasoline 
and amusement tickets, it is a conspicuous tax target, as 
witness the effort of the Governor of New York to increase 
the New York State tax by 20 per cent to finance the 
State’s Social Security program. Then, too, liquor is sub- 
ject to a continuing “social reform” agitation, organized 
and unorganized; and this temperance movement is reflected 
throughout the mechanics of regulation whether by the 
Federal Government, the states or the municipalities. 

2. The liquor industry as now constituted is in reality 
a new industry, born with Repeal; and is therefore un- 
seasoned. Repeal of Prohibition ushered in a veritable 
“gold rush” of entrepreneurs seeking fabulous profits. 
Scores of distilleries long idle leaped into production and 
various companies started building new ones. Thousands 
of individuals rushed to take out licenses for wholesaling 
or retailing. The casualties have been enormous, especially 
among wholesalers and retailers. This weeding out of the 
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“weak sisters’—which inevitably threw large aggregate 
stocks of distress liquors on the market—has now gone a 
long way, but cannot be regarded as complete. Again, 
there exists a distilling capacity well in excess of probable 
consumption requirements. This is a factor which, along 
with various others, makes it difficult, if not impossible, to 
forecast what the future earnings of the stronger liquor 
manufacturers will be. It is open to doubt that true earn- 
ing power, in a continuing sense, has yet been estab- 
lished. 

3. Under present conditions a very substantial propor- 
tion of current profits, together with funds raised from 
either stock financing or bank loans, must be used as work- 
ing capital to carry ageing and rapidly increased stocks of 
warehoused liquor—a circumstance which tends to retard 
or restrict dividend distributions. During 1935 stocks of 
distilled spirits in bond increased from the 1934 year-end 
figure of 98,000,000 gallons to 215,000,000 gallons. As of 
March 1, the latter total had increased to 242,830,000 
gallons. Against this ageing supply, consumption in 1935 
was estimated at 69,000,000 gallons or a gain of about 56 
per cent over the 44,000,000 gallons consumed in 1934. 
In other words, distilled spirits throughout 1935 and up to 
the present time have been produced at a yearly rate fully 
two and one-half times the present annual rate of consump- 
tion. Now, of course, the building up of adequate stocks of 
aged liquor is a prudent policy, looking to the future; but 
there is room for debate as to just what constitutes an 
“adequate” supply. 

Present stocks are only inoderately under the pre-Prohibi- 
tion estimated average. Even should consumption this 
year—reflecting rising public purchasing power—reach 
100,000,000 gal- 


roughly parallel the general business cycle, there are some 
apparent indications that the long term trend of hard liquor 
consumption per capita is downward, reflecting both regu- 
lation of conditions of sale and an underlying temperance 
trend. It is interesting to note that in Great Britain per 
capita consumption of spirits has trended downward for 
many years, each recovery falling below previous peaks, 
with the result that since 1913 per capita drinking of hard 
liquors has been cut approximately in half. It may be 
assumed that to some extent a similar trend is operative in 
the United States, though accurate comparison is obscured 
by bootlegging and by the great gap in the consumption 
statistics that resulted from our years of national Pro- 
hibition. 

In any event, the position of the industry will not be 
stabilized until it reaches a point at which the current pro- 
duction going into storage roughly approximates the cur- 
rent sales. When that point is reached—possibly by next 
autumn—working capital, already improved substantially 
by most companies, will be less of a problem and it should 
be possible for a considerably larger share of current profits 
to be distributed in dividends. That is not possible as long 
as current production runs to double current consumption. 

4. The underlying trend of liquor prices appears to be 
downward and probably will continue so for the next year 
or two as aged stocks become adequate. In some measure 
lower prices will stimulate consumption, but whether such 
increased volume will be sufficient to maintain or enlarge 
current earnings must remain a matter of opinion in the 
absence of proof. During the past year profits for most 
companies ran behind gains in volume, reversing the usual 
industrial experience. Thus, Schenley dollar sales increased 
about 55 per cent 
over 1934 but 
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forcement, lower prices for legal liquor and an increased 
purchasing power which enables more consumers to turn 
from bootleg to legal liquor. 

But if one assumes that the 30 per cent estimate of boot- 
leg liquor is approximately correct, total consumption of 
liquor would still be far under the pre-Prohibition per 
Capita average. A considerable part of this deficiency un- 
doubtedly can be accounted for by continuing sub-normal 
employment and national income. Nevertheless, despite 
the cyclical ups and downs in liquor consumption that 
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tillers Corp.-Seagram showed a large decline in earnings. 

5. Conditions in the industry will remain intensely com- 
petitive, involving heavy advertising expenditures in the 
effort to build up or maintain brand and institutional prefer- 
ences, much as is characteristic of the cigarette industry. 
Particularly where emphasis is placed on brand promotions, 
there is the speculative risk of public favor shifting rather 
suddenly to one or another brand at the expense of others. 

6. Just as the industry itself is unseasoned and not yet 

(Please turn to page 807) 
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What's Back of Nickel’s 
Popularity 


Selling at Thirty Times Earnings and Returning Only 
2 Per Cent, the Stock Is Still a Sought After Holding 


By Puiu Dosss 


T $50 a share, with earnings last year equivalent to 
$1.65 a share, paying dividends at the rate of $1 
annually to yield 2 per cent, it is easier to show that 

the common stock of the International Nickel Co. of 
Canada, Ltd., is selling too high than that it is an unrecog- 
nized security bargain. However, it is not difficult to find 
excuses for Nickel’s popularity. 

Probably the factor carrying the greatest weight is the 
remarkable growth in the recognition of the metal’s value. 
The use of nickel steels and stainless steels is becoming 
more widespread daily. According to International Nickel’s 
amnual report for last year there are some 175 steel mills 
throughout the world employing nickel in the production 
of one or more of the structural nickel alloy steels and 
stainless steels. Steel mills are estimated to account for as 
much as 50 per cent of the total consumption. 

Add a little nickel to steel—even less than 1 per cent— 
and toughness and 


feature of next year’s Chevrolet. In foundry practice 
there is an increasing tendency towards nickel steel and 
nickel iron castings. Ford’s success with a cast nickel steel 
crankshaft indicates the possibilities. 

The most valued property of the stainless steels is their 
resistance to corrosion. Hence the demand for them on 
the part of chemical manufacturers, processors of foodstuffs 
and the like. Their corrosion resistance, together with 
strength and lightness, makes them an ideal material for 
such things as high-speed, stream-lined trains, truck bodies 
and elsewhere, with weight a consideration. 

Then there are the valuable non-ferrous nickel alloys. 
Of these, the best known is “Monel Metal” which has been 
nationally advertised in the form of household sinks, hot- 
water tanks, etc. This is a nickel copper alloy, about two 
parts nickel to one of copper, an especially desirable com: 
bination from the point of view of the International Nickel 
Co., for it is the for: 
tunate possessor of a 





strength are greatly 





increased. Add. more 
nickel, together with 
chromium, and one 
has entered the field 
of stainless steels. The 
automobile is a great 
consumer of nickel 
steels. They are to be 
found in valves, pin- 
ions, crankshafts and 
a dozen other places. 
Thin - walled nickel 
steel pistons present 
a serious threat to 
aluminum alloy _pis- 
tons, for they can be 
made almost as light 
as the latter and have 
other advantages. 
Ford has been a pio- 
neer in this field, al- 
though it is rumored 
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mine which has ore 
of just about these 
proportions and_ the 
Monel Metal can be 
made directly, as it 
were. 

While the greater 
demand for nickel is 
in the form of fer: 
rous and non-ferrous 
alloys, of which there 
are literally thou 
sands of applications, 
almost all expanding, 
nickel is valuable also 
in the pure state. It 
is used for coinage, 
by the electrical in: 
dustry, by the chem: 
ical industry as a 
catalyst and else 
where, and by the 
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all danger of contamination necessarily must be avoided. 

And more than 90 per cent of the world’s production of 
this remarkable metal, nickel, is controlled by the Inter- 
national Nickel Co. of Canada, Ltd. A world monopoly 
in a raw material that is essential in peace or war, for who 
can conceive of armaments or munitions into which nickel 
does not enter. 

Yet, if International Nickel rests mainly on the metal 
from which it takes its name, it must be remembered also 
that the company leans heavily on other metals. Last year, 
for example, it sold more than 233,000,000 pounds of 
copper, or not far from twice the 130,000,000 pounds 
of nickel which were sold in all forms, including nickel in 
alloys. It is not easy to gauge the relative importance of the 
two metals. Nickel in the form of electro cathodes com- 
mands—and has commanded without variation the same 
price for an indefinite period—35 cents a pound. Last 
year's copper was sold at an average in the neighborhood 
of 9 cents a pound. It would, 
however, be erroneous to con- 
clude from this that the rev- 
enue derived from copper was 
about half as large as that 
ssa by nickel. This is 

cause the company undoubt- 
edly obtains for its Monel 
Metal and other alloys more 
than the strict price of the 
metal content. Moreover, it 
must be remembered that In- 
ternational Nickel is not solely 
a producer of metal in crude 
form, but is also a fabricator, 
turning out Monel Metal and 
other alloys in the form of 
sheets, bars and tubes. 

Supplementing the revenues 
derived from nickel and cop- 
per are those received from 
the sale of precious metals. 
Last year International Nickel 
sold some 70,000 ounces of 
gold; at $35 an ounce this 
meant $2,450,000. Silver sales 
aggregated 3,160,000 ounces, 
worth at, say, 50 cents, more 
than $1,500,000. Nearly 130,- 
000 ounces of the platinum 
metals were sold. The price 
of platinum last year averaged 
about $36 an ounce and pal- 
ladium about $24, so that the 
platinum metals brought in 
possibly as much as $4,000,000 more. All in all, the com- 
pany received in the neighborhood of $8,000,000 for its pro- 
duction of precious metals. 

Physically, the International Nickel Co. of Canada, Ltd., 
is a formidable concern. There are first of all the mines, 
which are located in the Sudbury district of Ontario. There 
are a number of these mines, although only two, the 
Creighton and the Frood, are being operated at the present 
time. However, others are equipped and ready to produce 
should the need arise. 

The ore is concentrated and passed through one of the 
two smelters at Copper Cliff and after treatment emerges 
in the form of blister copper and bessemer matte. The 
copper then passes to the Ontario Copper Refinery, which 
was once a partly owned affiliate but which became wholly 
cwned with the purchase of the last 10 per cent minority 
interest last year. Having refined the copper, salvaged vari- 
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Converters in Copper Cliff Smelter 


ous by-products, this phase of the operations need not be 
carried further. 

The bessemer matte moves down to Port Colborne, on 
Lake Erie about twenty miles west of Buffalo. Here it is re- 
smelted and refined by electrolysis into pure nickel. The 
precious metals are found in the residue remaining after 
the process has been completed. This residue is concen- 
trated and shipped over to the precious metal refinery at 
Acton, in England. 

At Port Colborne the first step in the process is the 
formation of copper and nickel sulphides. Part of the nickel 
sulphide is removed as such and shipped to the Clydach 
refinery in Wales. Here, nickel is produced by a different 
process and the precious metal concentrates shipped on to 
Acton. 

In this hemisphere, fabricating operations are carried on 
either in the Huntington Works in West Virgnia or at the 
Bayonne Works in New Jersey. Last year the Huntington 
plant shipped more than 23,- 
000,000 pounds of rolled 
nickel, Monel Metal, Inconel 
and other nickel alloys. The 
New Jersey plant is a foun- 
dry. In the British Isles, three 
plants are operated—the Wig- 
gin Works, the Zenith Works 
and Birmingham Electric Fur- 
naces, Ltd. In one or other 
of these plants nickel is 
changed physically and chem- 
ically to saleable form. Inter- 
national Nickel operates also a 
colliery in Wales, whose out- 
put last year was 145,000 tons 
of anthracite. 

The size and extent of In- 
ternational Nickel’s physical 
facilities are reflected in the 
company’s financial statements. 
The balance sheet as of the 
end of last year shows a prop- 
erty account of $147,000,000, 
after depreciation and deple- 
tion. Current assets totalled 
more than $60,000,000, of 
which some $33,000,000 was 
in the form of cash or govern- 
ment securities. Current lia- 
bilities were less than $10,- 
000,000. 

The capitalization of the 
enterprise consists solely of 
common and preferred stock. 
Of the common, 14,584,025 shares of no par value have 
been issued. The preferred is of $100 par value and $5 par 
value, the latter being exchangeable for $100 par value at 
the rate of 20-for-one. With the exchange completed, 
there will be 276,278 shares of 7 per cent preferred of $100 
par value. The last of the British subsidiary debenture 
stock was retired last year. It had been rumored that fur- 
ther simplification of the capital structure would be effected 
through the retirement of the preferred, which is redeem- 
able at 120 per cent of par value. At the annual meeting 
which was held the other day, however, Robert C. Stanley, 
the company’s president, stated that the management did 
not plan to redeem or convert the preferred stock at this 
time. He also said in effect that a healthy cash account 
was necessary in view of the increased business and the 
expansion of facilities which was being undertaken. 

(Please turn to page 801) 
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Szons of Business 


USINESS is going forward. Political ob- 

stacles and uncertainties are no longer 
the deterrents to progress. In spite of them 
both commerce and industry give evidence of 
making recovery a reality rather than a hoped 
for prospect. If we have not yet returned to 
what we fondly call normal, there is decided 
evidence of progress in that direction. 

It is apparent in corporate earnings reports, 
which despite increased tax burdens and other 
restrictions are in general remarkably good. 
There is an unmistakable determination toward 
development of new products, new facilities of 


production, and expansion toward new markets. 

Unemployment still bulks large, nevertheless 
public purchasing power is expanding and con- 
sumer buying is on a broader scale. Easter 
trade is the largest in several years. 

Replacement and rebuilding occasioned by 
widespread flood damage will be a source of 
added activity in coming weeks. 

We are in the midst of one of the great 
cyclical upswings which periodically carry the 
country to new heights. 

Below is some of the evidence. 
appear on these pages as it develops. 


More will 





Earnings Gain 





Last year, the Aluminum Corp. 
of America earned $9,571,206 after 
taxes and all charges. This was equiva- 
lent to $6.55 a share on 1,460,373 
shares of 6% cumulative preferred 
stock on which back dividends stood 
at $15 a share at the end of the year. 
Whether 1935's few cents a share on 
1,472,625 shares of common stock jus- 
tify a price near the $150-mark is 
questionable, but certainly last year’s 
showing is better than the $4.41 a share 
shown on the preferred for 1934. 





Official estimates put Standard Oil 
of Indiana’s earnings for last year at 
$1.98 a share of common stock, com- 
pared with $1.25 a share for 1934. 
However, had the 1935 showing been 
computed on the same basis as 1934, it 
would have been only 38 cents better 
instead of the 73 actually shown. 
Reason: difference in accounting prac- 
tice, including reductions in some de- 
preciation rates. 

iaieiibilbiaeatns 


Sales and profits of American 
Tobacco for the first three months of 
this year higher than for the corre- 
sponding previous period says vice- 
president. Also, says, however, that 
increase in Lucky Strike sales had not 
kept pace with the 13% increase for 
cigarettes as a whole. 

———_—_ 


Gimbel Bros. almost covered the 
dividend applicable to its 7% cumula- 
tive preferred stock in the year ended 
January 31, last, reporting a profit 
equivalent to $6.32 a share on this 
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stock. In the previous year $2.15 a 
share on the preferred was shown. 


——e——_—— 


Pepperell Manufacturing Co. so 
far this year is making favorable com- 
parison with last, says vice-president 
on the point of sailing abroad. 


———¢——_—__ 


For the six months to the end of 
February, Wesson Oil & Snowdrift 
reported a profit equivalent to $1.63 
a share on its common stock. This was 
somewhat better than the $1.56 shown 
for the corresponding previous period. 

——— 


Cannon Mills showed the equiva- 
lent of $3.31 a share of common stock 
for last year, against $2.60 for 1934. 


———— 


The Outlet Co.’s profits for the 
year to January 31, last, were equiva- 
lent to $4.32 a share on the common. 
This compared with $3.88 for the cor- 
responding previous period. Improve- 
ment celebrated with an extra of 25 
cents in addition to the regular quar- 
terly 50 cents; three months ago the 
same thing was done. 

ee ee 


Humble Oil & Refining earned 
almost $24,000,000 last year, compared 
with not quite $22,000,000 in 1934. 

a 

A “satisfactory showing during 1936 
and a continuation of the showing of 
last year in the profit margin” said 
the President of Johns-Manville on 
March 27. The company in 1935 
earned the equivalent of $2.19 a share 
on the common, compared with 30 cents 


for 1934. However, mention was made 
of a bad price situation in one of the 
company’s major lines and the opinion 
was expressed that there would be a 
sharpening of competition in building 
materials as construction made further 


gains. 
———__—  o—___ 


Dividends—Increases, 
resumptions, extras 








Melville Shoe’s \ast declaration of 
a quarterly dividend was 87/2 cents 
a share, compared with the 75 cents 
paid in the two previous quarters. The 
company has been doing very well, 
earnings last year being more than $5 
a share. It plans to replace the exist: 
ing 6% first preferred with a new 
4% preferred and the latter has 
been registered with S E C. 


—————_@~—_—_ 


Good times must be continuing for 
Mid-Continent Petroleum, whose 
earnings last year at $1.31 a share 
were the highest since 1929; the com- 
pany has made its latest quarterly divi- 
dend 40 cents instead of 25 cents. 

—————— 


Atlas Tack, whose remarkable 
gyrations in the latter part of 1933 
were the subject of much official in- 
quiry, has taken the first step in the 
attainment of investment status by 
the declaration of a 25 cent dividend. 
Stockholders have had a long wait, for 
this is to be the first distribution since 
November, 1920. 





The 7% prior preference stock of 
Virginia-Carolina Chemical has 
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Progress 


been called for redemption June 1 at 
$110 a share. What is remarkable, 
however, in these days of schemes to 
liquidate accumulated preferred divi- 
dends in any way but by paying them 
off in cash, the company intends to pay 
at the same time $23.50 additional on 
account of arrears. This will make a 
payment of $133.50 a share in all. 


————_@—__——_ 


American Brake Shoe’s dividend 
is now 30 cents quarterly instead of 
25 cents. Earnings: $1.70 a share last 
year. 

a 

With arrears on the preferred cleared 
away three months ago, Holly Sugar 
initiates dividends on the common with 
a declaration of 25 cents a share. 

en 


Eaton Manufacturing, well-known 
manufacturer of valves and _ tappets 
which has expanded its line to include 
parts for aviation and diesel engines, 
has doubled the regular dividend on its 
common stock and the issue is now on 
a $2 annual basis instead of the former 
dollar with extras that totalled 50 
cents in 1935. 


——-- Ho - 


Sales Volume Increasing 


National Cash Register’s sales 
for March were more than 11% ahead 
of the previous March, while the first 
three months of this year were 28!4% 
better than the first quarter of 1935. 


a 





Sales of Borg-Warner’s Norge re- 
frigerator division were 81% better in 
the first quarter of 1936 than in the 
corresponding previous period. 

a 


Sears, Roebuck’s sales for the four 
weeks ended March 26 were 17.1% 
better than in the corresponding pre- 
vious period, while those for the eight 
weeks ending on the same date were 
14.1% better. 


—_——_—_¢————_—_ 


The Bell System gained 201,000 
stations in the first quarter, compared 
with a gain of 112,000 in the first three 
months of 1935. New York Tele- 
phone, largest unit of the System, 
gained 22,054 stations in the first quar- 
ter, against only 2,463 in the corre- 
sponding period a year ago. 
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Chrysler shipped abroad nearly 
18% more cars this February than in 
February, 1935, the first two months 
of 1936 being about 7!/2% better than 
1935. 





And talking of automobiles, Stude- 
baker shipped 21,229 cars during the 
first quarter, or more than 50% more 
than in the first quarter of 1935. 
Nash’s shipments this month should 
not be far below 8,000 units, about 
2,000 better than March. Hudson 
sold 4,373 cars in the fortnight ended 
March 28, best for the period in years. 

Pane a 


Pratt & Whitney, United Aircraft 
subsidiary, has just been given a War 
Department order for 200 motors to 
cost about $9,000 each. 


—_¢————_ 


Safeway Stores’ sales for the four 
weeks to March 21 were nearly 20% 
better than in the corresponding pre- 
vious period, the percentage gain for 
twelve weeks to the same date being 
about the same. 


- —---—- @ He ---- 


Expanding Operations 


Columbia Gas & Elctric has pur- 
chased pipe and let contracts for the 
construction of a pipe line which will 
bring Texas natural gas into the City 
of Detroit. 

a 

McKesson & Robbins, whose li- 
quor sales last year were in excess of 
$20,000,000, has contracted for the 
purchase of the principal assets of the 
Hunter Baltimore Rye Distillery. 

eee ee 


General American Transporta- 
tion plans to issue additional stock, the 
proceeds from which will be used to 
acquire the assets of the Pressed Steel 
Car Co., under a plan of reorganiza- 
tion. 








Belding Heminway has entered 
into a contract to purchase Bedford 
Deaving Corp. of Bedford, Va. 


o—_— 





Keeshin Transcontinental 
Freight Lines, the largest truckers in 
the country, have applied to the I. C. C. 
for authority to purchase additional 
lines in the East. The company was 
also successful in contracting for the 


pick up and delivery business of Bal- 
timore & Ohio. 


——— 


Zenith Radio has signed a lease 
giving it an additional 100,000 square 
feet of floor space. The company ex- 
pects shortly to build its own plant 
and the plans being considered are for 
even more space than the total now 
being used. 


————_¢————_ 


The whoie tendency of recent years 
in this country has been the abandon- 
ment of railroad trackage, so it attracts 
attention when the process is reversed. 
Atchison, Topeka & Santa Fe 
will shortly start construction on 111 
miles of main track between Boise City, 
Okla., and Las Animas, Colo. Cost: 
about $3,750,000. 


eS eee 
Exploiting New Products 


Remarkable things have been done 
with glass over the past few years. 
The latest is a new non-shatterable 
glass that will bend but not break. It is 
the result of long research on the part 
of Union Carbide & Carbon and 
Pittsburgh Plate Glass and a large 
demand from automobile and other 
industries is expected. This follows on 
the heels of polarized glass which can 
be made to produce strange light ef- 
fects, glass textiles, glass wool, glass 
building block, glass tile, and glass 
which permits only certain rays to pass. 








Atlantic Refining’s new “alloy” 
oil, which is a combination of ordinary 
oil and a small proportion of non-chlor- 
inated ester of phosphoric acid, is re- 
ported going great guns. The new oil 
is said to be three times as strong as 
pure petroleum and is capable of with- 
standing tremendous bearing pressures. 


—__— 4+ 4——_— 
Traveling Exhibits 


The idea of piling one’s wares into 
a series of motor trucks, buses, or trains 
and touring the country, exhibiting, 
demonstrating and lecturing, seems to 
be steadily gaining in popularity. Not 
long ago Standard Oil of New York 
did it on a comparatively small scale 
in connection with a motor safety cam- 
paign. Now, however, we have the 
General Motors’ 28-vehicle motor 
caravan which, at 200-foot intervals 
stretches over two miles of road. Then 
there is United Drug’s “Rexall” train 
caravan, a picture of which is shown 
elsewhere in this issue. Marshall 
Field is yet another company which 
has experimented with movable exhibi- 
tions. 
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Stocks With Larger Dividend 


Prospects 


Strong Companies whose earnings trend and financial 


position suggests larger disbursements in the near future 


National Steel Corp. 


Throughout the depression National 
Steel Corp. distinguished itself by being 
the only major steel company to main- 
tain operations on a consistently profit- 
able basis. For this outstanding achieve- 
ment such factors as astute manage- 
ment, strategic location of plants with 








Earnings Per Share Recent 
1935 1934 Price Div. 


$2.80 $70 


Yield 


$5.16 $1.50 2.1% 








respect to important consumers and 
comparatively low cost production must 
be given credit. These alone, however, 
may not have prevented the company 
from “going in the red” but for the 
timely foresight in concentrating pro- 
ducing activities on tin plate and sheet 
and strip steel, for which demand was 
well sustained throughout the depres- 
sion by the comparative virility of the 
automobile and tin container industries. 
Likewise, National Steel has benefited 
by the impressive gains shown by these 
industries in the past several years. 
Last year, for the first time, the com- 
pany disclosed net sales figures, the 
total for 1935 amounting to $103,176,- 
629. After all charges, depreciation, 
interest and taxes net income was $11,- 
136,452, equal to $5.16 a share on 
2,156,977 shares of capital stock. Per- 
share earnings last year were nearly 
double the figure of $2.80 shown for 
1934. During 1935, the company re- 
funded a subsidiary company mortgage 
and its 5% serial bonds aggregating 
$39,300,000 by a $50,000,000 issue of 
4% bonds, the balance of the proceeds 
to be used for capital expenditures. 
Outlays for the latter purpose last year 
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totaled $15,000,000, as compared with 
less than $2,000,000 in 1934. It is 
expected that the construction program 
will be completed late this year, after 
which the company will have one of the 
most modern steel plants in the indus- 
try. Financial position at the close of 
1935 was excellent, current assets of 
$53,226,523 comparing with current 
liabilities of $14,859,433. 

In connection with the company, the 
thought arises that with its output prin- 
cipally in the lighter forms of steel, 
earnings from this point on will not 
reflect the increasing demand for heav- 
ier steel now in evidence and gains will 
be less marked. Doubtless this accounts 
for the conservative ratio of current 
quotations to late earnings. Such an 
assumption, however, remains to be 
demonstrated. The recovery in the de- 
mand for heavy steel is still a poten- 
tiality, while for lighter steel it is an 
actuality, and National Steel is prac- 
tically assured of continued good earn- 
ings. 

Last year the company distributed a 
total of $3,233,740 in dividends out of 
net income of more than $11,000,000. 
Obviously, there exists considerable lee- 
way for increasing the present rate of 
374 cents quarterly. Both earnings 
and finances would justify a higher 
dividend rate, and at 70, the shares 
have sound investment appeal. 


Crown Cork & Seal Co., Inc. 


Reflecting the greatly expanded mar- 
ket for its products following the re- 
peal of the Eighteenth Amendment, 
Crown Cork & Seal last year reported 
the largest profits in its history. This 
showing is the more remarkable when 


it is noted that within the compara- 
tively short span of three years, opera- 
tions produced both a deficit and a new 
high record of profits. 

The company's activities embrace 
principally the manufacture of bottle 
caps, familiarly known as “crowns” 
and bottle filling and capping machin- 








Recent 
Price Div. Yield 


$1.50* 3.0% 


Earnings Per Share 
1935 1934 
$3.87 $2.32 $50 
* Incl. extras 








ery. Business was stimulated particu- 
larly by the legalization of beer, al- 
though previously operations had 
yielded a comfortable profit from sales 
to manufacturers of soft drinks, food 
specialties and drug products. Until 
recently a subsidiary, the Detroit Gas- 
ket and Manufacturing Co. manufac 
tured gaskets and other cork products 
for the automobile industry and was 
reported to contribute about 25% of 
the parent company’s profits. Crown 
Cork, however, feeling that it would 
be to its advantage to round out its 
activities in the field of containers, dis- 
posed of Detroit Gasket and acquired 
the Acme Can Co., of Philadelphia, 
engaged in the manufacture of a gen- 
eral line of plain and lithographed cans, 
tin boxes, beer cans and packers’ sani- 
tary cans. It has since been announced 
that plans will be carried out involv- 
ing a considerable expansion in the ac- 
tivities of this new subsidiary. An- 
nouncement has also been made that 
Crown Cork has developed an alu- 
minum-lined beer can, as well as a 
short-necked beer bottle. It would ap- 
pear that these plans have been designed 
specifically to assist the company in 
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offsetting any loss of revenue through 
the increasing popularity of the beer 


can. 

For the full year 1935, the company 
reported net income of $1,880,753, 
equal, after dividends on the 145,363 
shares of $2.70 preferred to stock, 
to $3.87 a share on the 384,237 shares 
of common stock. In 1934, the com- 
mon earned $2.32. Financial position 
is comfortable and during the past year 
a savings in interest charges was ef- 
fected through the refunding of funded 
debt by an issue of $5,500,000 4% 
sinking fund bonds. Last year the com- 
pany paid regular dividends of 25 cents 
quarterly, plus a 50-cent extra at the 
yearend. Dividends aggregated only 
about 40% of earnings, which would 
readily support a $2 annual rate, as 
well as modest extras. While the prob- 
abilities are that earnings will show 
a tendency to become stabilized around 
recent levels this year, the shares at 
50 would yield 4% on the basis of a 
$2 dividend, a rate of return which 
would lend income attraction to the 
shares in the present circumstance of 
unusually low yields. 


American Cyanamid Co. 


The American Cyanamid Co., rated 
as the fourth largest chemical company, 
formerly engaged principally in the 
production of crude calcium cyanamid 
by the fixation of atmospheric nitrogen 
utilizing a patented electro thermic 








Earnings Per Share* Recent 
1935 1934 Price Div. Yield 
$1.61 $0.99 $37 $0.60 $1.9% 
*Class B. 








process. In this capacity, the company 
was dependent heavily upon the de- 
mand for fertilizer and mining chemi- 
cals. Since 1928, however, the com- 
pany has been engaged in an exten- 
sive expansion program, involving the 
acquisition of numerous small indepen- 
dent chemical companies, the consolida- 
tion of its producing units and the 
introduction of numerous new prod- 
ucts. As a result the company’s indus- 
trial complexion has been altered to an 
important degree. American Cyanamid 
now ranks well among the leaders in 
the production of dyestuffs and phar- 
maceutical chemicals, as well in molded 
plastics and heavy chemicals, and is no 
longer dependent upon any single in- 
dustry. During the past three years 
over $2,000,000 has been spent annu- 
ally on new plants and equipment, and 
in 1934 operations were started in the 
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new plant of the Southern Alkali 
Corp., in which the company has a 
joint interest with the Pittsburgh Plate 
Glass Co. 

The effectiveness of these changes 
has begun to find tangible reflection in 
the company’s earnings. Last year, net 
profit of $4,062,160, was equal after 
all charges, depreciation, taxes, etc., to 
$1.61 a share on the 2,520,368 shares 
of class A and class B common stock. 
On a similar basis, earnings were 
equivalent to 99 cents a share in 1934. 
During 1935 the company used the 
proceeds from the sale of $6,400,000 
4% debentures to retire higher inter- 
est bearing indebtedness, and $2,600,- 
000 was borrowed from the banks 
against serial notes for working capital 
purposes. Including cash and market- 
able securities of nearly $10,000,000, 
current assets at the close of the past 
year totaled $27,150,754, while current 
liabilities were only slightly more than 
$6,000,000. Inventories were up about 
$2,000,000. 

Late last year, common stock divi- 
dends were increased from 10 cents to 
15 cents quarterly. Confronted with 
the evidence of current financial 
strength and the well defined proba- 
bility that earnings will continue to re- 
spond to the forces of business recov- 
ery, considerable latitude exists for a 
further upward revision in dividends 
in the near future. Recently quoted 
at 37, the shares have generously dis- 
counted the recent improvement in the 
company’s affairs, but as is true in the 
case of most of the better chemical 
issues, the market premium can be jus- 
tified in a large measure by the unlim- 
ited possibilities for further growth of 
the chemical industry. 


United Carbon Co. 


Record-breaking earnings are becom- 
ing an almost commonplace occurrence 
with the United Carbon Co. Profits 
in 1934 were higher than for the pre- 
vious peak year, 1929, and last year’s 
results surpassed both 1929 and 1934. 
Factors other than the impetus of gen- 
eral business recovery have contributed 
to make such an impressive showing pos- 
sible. 

United Carbon Co. is one of the 
foremost manufacturers of carbon 
black, an industrially valuable product 
because of its fineness of division. Of 
the total amount of carbon black pro- 
duced, 75% is used in the manufacture 
of automobile tires, 15% in printing 
inks, with the balance used in such 
products as shoe polish, rubber heels 
and paints. Moreover, more than 60% 
of the world’s supply of carbon black 





is to be found in the Texas Panhandle, 
in which district United Carbon has 
large properties. A sizable increase in 
the output of automobile tires last year 
resulted in a gain of about 25% in 
shipments of carbon black for the in- 
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Price Div. 


$2.50 


Earnings Per Share 
1935 1934 
$4.70 


Yield 


$3.55 $74 3.2% 








dustry as a whole. Prices were also 
stronger last year. Of greater impor- 
tance in relation to recent earnings, 
however, has been the substantial gains 
in the sale of natural gas recorded by 
the company. The production of natu- 
ral gas is an important phase in the 
manufacture of carbon black and 
United Carbon has its own natural gas 
plants and pipe lines and owns and 
leases many thousands of acres of gas 
lands, including about 500 acres in the 
important new Rodessa field. Last year 
the company acquired 15,225 acres of 
gas leases in Kentucky, Kansas, Louisi- 
ana and Texas and 41 producing wells 
were drilled. 

Activities in all branches of the com- 
pany’s business last year produced net 
income of $1,872,405. Applied to the 
single class of stock, outstanding in the 
amount of 397,885 shares, 1935 profits 
were equal to $4.70 a share, materially 
above the $3.55 figure for 1934. Fi- 
nances at the year-end were secure. 

With the entire equity vested in the 
capital stock, the company can readily 
afford to follow a generous dividend 
policy. The present rate of $2.40 an- 
nually, however, is but little more than 
50% of last year’s earnings. Adequate 
funds for the acquisition of new leases 
and gas acreage are normally available 
from depreciation and depletion re- 
serves, and favored by the strong prob- 
ability that sales of natural gas will 
continue strongly upward, prospects 
for a larger dividend and increased 
earnings may be readily perceived. At 
74, the shares are a worthy candidate 
for potential income and price appre- 
ciation. 


Phillips Petroleum Co. 


The excellent report of Phillips Pe- 
troleum for 1935 was foreshadowed 
some weeks in advance of its publica- 
tion not only by sharply increased 
quarterly earnings but by the persis- 
tent strength in the company’s shares, 
when other representative oil issues 
were comparatively static. 

The company’s total production of 

(Please turn to page 806) 
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Low-Priced Stocks With Profit 


Potentialities 


Selected from the Most Favorably Situated 


Companies in the Low Priced Group 


Timken-Detroit Axle Co. 


Participates in Building and Motor 
Truck Field— 


Recent Price $17 


The 1936 outlook for Timken-Detroit 
Axle Co., is one of double-barreled 
promise. Sales and earnings should be 
substantially enlarged by the increased 
demand for the company’s two princi- 
pal products—oil burners and motor 
truck axles. There is little doubt that 
there will be a sizable further gain in 
residential building this year. The need 
for new housing is unquestionable and 
such factors as increased income and 
employment, higher rents and ample 
credit facilities are calculated to supply 
the necessary stimuli. Meanwhile, mod- 
ernization and repair work show no 
signs of slackening. The increasing pop- 
ular acceptance of oil burners for home 
heating accompanied by a rise in build- 
ing operations should inevitably re- 
dound to the benefit of Timken-Detroit, 
whose products are well established. 

Leading manufacturers of trucks are 
confidently anticipating truck sales this 
year which will surpass 1929 in total. 
It is also likely that makers of heavy 
trucks will gain a larger percentage of 
the market this year. Timken-Detroit 
manufactures both front and rear axles 
for practically all of the leading makers 
of heavy-duty trucks and buses, and in 
addition furnishes axles for light trucks 
and commercial vehicles. 

The company has entered the air- 
conditioning field, a natural supplement 
to its oil burner business and while this 
comparatively young industry is show- 
ing signs of becoming overcrowded, 
Timken-Detroit’s sales facilities should 
aid its competitive position. 

Last year, Timken-Detroit reported 
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net income of $1,173,202, equal, after 
all charges, depreciation, taxes, and pre- 
ferred dividends, to $1.02 a share on 
980,000 shares of common stock. In 
1934, net of $426,125 was equal to 24 
cents a share. In addition to the com- 
mon, there are 24,925 shares of 7% 
preferred stock. Financial position at 
the end of last year was comfortable, 
with current assets, including cash and 
securities of more than $2,000,000, to- 
talling nearly $8,400,000, as compared 
with current liabilities of less than 
$1,000,000. At 17, the company shares 
are reasonably valued in relation to 
near term earnings, and on the basis of 
current prospects possess speculative 
merit and dividend possibilities. 


International Telephone & 
Telegraph Corp. 


Foreign Companies Do Well in the Face 
of Political Difficulties— 


Recent Price $17 


During the past two years the af- 
fairs of International Tel. & Tel. Corp. 
have shown progressive betterment, so 
much so, in fact, that the company may 
shortly conclude a successful refunding 
operation. Present plans call for the 
issuance of $35,000,000 314% deben- 
tures, proceeds from the sale of which 
will be used to retire $23,360,000 of 
bank loans and a portion of the 444% 
debentures due 1939. The resulting 
savings in interest charges is significant 
and the ability to sell a 32% issue 
reflects the company’s stronger credit 
position, notwithstanding the fact that 
the new debentures will doubtless be 
“sweetened” by an attractive conversion 
feature. 


The company’s preliminary report for 
last year revealed net income of 
$5,787,411, equal to 90 cents a share 
on the capital stock, and compares with 
net of $3,670,110, or 57 cents a share 
in 1934. To some extent earnings re- 
flect relief from the obligation of ab 
sorbing losses of Postal Telegraph, a 
subsidiary now in the process of reor- 
ganization, but a substantial measure of 
the improvement may be attributed to 
increased manufacturing operations 
abroad and an important gain in the 
number of telephones in use. On fre- 
quent occasions, apprehension has arisen 
over the company’s status \in those coun- 
tries where a series of political revolu- 
tions have occurred, notably Spain and 
Cuba. In this connection, it is interest: 
ing to note that the Spanish subsidiary 
contributed nearly 50% of the gain in 
new phones last year, while the Cuban 
subsidiary accounted for 6,000, out of 
a total gain of 56,000. In the first two 
months this year, when political dis 
turbances were rife, the Spanish sub- 
sidiary showed earnings considerably 
ahead of the same months a year ago. 
While such disturbances as these are 
hardly to be regarded with entire 
equanimity, the fact remains that thus 
far the company has not been seriously 
affected. 

As an equity in a company with far 
flung interests throughout the world 
and an outstanding factor in a basically 
important industry, the shares of I. T. 
& T. are subject to a veritable host of 
world-wide conditions, economic, finan- 
cial and political. For this reason their 
speculative aspects are virtually inher- 
ent. Given the assurance, however, of 
a further approach toward stability and 
sanity in world affairs, the company 


(Please turn to page 804) 
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FTER a minor dip oc- 
casioned by local in- 
terruptions to traffic 

and plant operations, caused 
by water and silt, our index 


— Steel Operations Rise 
— Upward Trend in Oil 
— Floods Benefit Paint 

— Rail Traffic Improved 
— Open Prices Affirmed 


The Business Analyst 





of March, trade was greatly 
reduced in the flood afflicted 
areas; but has since more 
than made up for the loss, 
and sales throughout the 





of Business Activity has re- 
covered to its pre-flood level. 
During the next few weeks 
whatever losses to the nation’s production were occasioned 
by the catastrophe will probably be more than made up, 
and we shall doubtless witness a sharp advance in prac- 
tically all of the usual business indexes. Nevertheless, the 
temporary interruption, which happened to coincide with 
last year’s peak, has caused the first quarter to close with 
the country’s physical volume of business only fractionally 
ahead of last year, the poorest comparative showing this 
year, On an annual comparison basis. 

Despite a marked drop in sales throughout the flood- 
stricken districts the production of motor cars continues to 
expand at a greater than seasonal pace, though the weekly 
number of units assembled is still about 5% lower than a 
year ago. Steel mill operations were rather sharply cur- 
tailed for about a week; but have since rebounded to the 
best level reached since 1930. Coal output was greatly 
reduced by flood conditions and at present writing has not 
fully recovered, a circumstance which is largely accountable 
for backward car loadings. Electric power output receded 
a little, but only temporarily. 

Department store sales in the New York Metropolitan 
area during the first half of March gained 11.1% over the 
corresponding fortnight of 1935. During the third week 


country last week are esti- 
mated to have been around 
15% heavier than a year ago. 

Reports for February which have come to hand since our 
last issue, though far from uniform, make favorable com- 
parison with corresponding figure for the previous Febru- 
ary in respect to the nation’s income and as to amounts spent 
for both consumers’ goods and capital goods. Thus busi- 
ness employment showed an increase of nearly 600,000, 
with annual payrolls up about $2,680,000,000 owing to 
the persistent rise in both real and actual wages. Farm 
income, owing chiefly to the interruption in benefit pay- 
ments, staged a gain of only 4%, compared with the 7% 
gain on an annual basis as reported for January. Exports 
were 12% ahead of the previous February, while imports 
were up 25% and exceeded exports by $10,000,000. Con- 
struction contracts awarded last month in 37 states east of 
the Rockies were 90% larger than a year ago in dollar 
totals, with residential building permits reporting an ex- 
pansion of 190%. Machine tool orders increased 111%; 
but new life insurance written in February was about 8% 
under the previous February. Hence it would appear that 
the continued gains in payrolls, farm income and demand 
for capital goods offer assurance of favorable earnings for 
the second quarter as compared with the corresponding 
period a year ago. (Please turn to next page) 
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Considerable evidence as to the substantial foundation 
upon which recovery is grounded may be derived from a 
report recently released by the League of Nations in which 
it appears that, despite the world-wide unsettlement in 
political conditions, industrial production for 1935 as a 
whole exceeded even that of 1929 in twelve countries, in- 
cluding Russia, Sweden, Great Britain and Japan; though 
it fell short of 1929 by more than 30% in France and the 
Netherlands, by between 20% and 30% in the United 
States and Canada, and by about 10% in Italy and Ger- 
many. World trade for the last quarter of 1935 reached 
84% of its 1929 level, the highest level since the end 
of 1931. 

Political uncertainties at home and abroad and another 
crisis in the French franc have probably accounted for dull- 
ness and irregularity in the stock market during the past 
fortnight; though bonds have held firm under prospects for 
continued ease in interest rates. Our Raw Material Price 
Index has receded nearly a point, owing to reactionary 
tendencies in wheat, corn, wool, tin and lead. 


The Trend of Major Industries 


STEEL—Misgivings as to the effect upon profits of the 
Federal attack upon the basing point system have in large 
part been swept into the background for the time being by 
the recent unexpectedly great surge of new orders from 
general manufacturing consumers. Combined with un- 
seasonally heavy specifications from auto accessory makers 
and an expanding demand for structural steel and track 
rails, the pressure for prompt delivery has forced an ad- 
vance in the ingot rate to the best level in two and a half 
years. In spite of somewhat higher prices on sheets, strip 
and wire for second quarter delivery there has been com- 
paratively little speculative buying, since most of the takings 
are going directly into consumption. Estimates of steel re- 
quirements for flood rehabilitation range up to 100,000 tons. 
Railroad demand for steel during the past six months has 
been over twice the tonnage ordered during the correspond- 
ing period a year earlier. The outlook is for rather gratify- 
ing profits this second quarter, in spite of higher costs. 


METALS—Leading copper and brass fabricators are al- 
ready enjoying a wave 


though gasoline stocks and crude output have risen at a 
rather unhealthy rate during the past two weeks, the situa- 
tion is still well in hand and talk persists of another 10 
cents advance in Mid-Continent crude in May or June. 
Curtailment enforcement has been strengthened by a recent 
decision of the Fifth Circuit Court of Appeals upholding 
the Connally Act which bans interstate shipment of “hot” oil. 


PAINT—The paint industry is expected to benefit espe- 
cially from flood rehabilitation. Some manufacturers already 
have experienced a pick-up in orders, but the bulk of busi- 
ness will come after debris is cleared away and surfaces have 
dried sufficiently to permit repainting. Owing to rising 
costs, a price advance is looked for later. 


RAILROADS — Eastern carriers are petitioning the 
I. C. C. to modify its recent order and permit a fare reduc- 
tion down to only 2!4 cents on condition that the carriers 
will experiment first with lower fares. Snow removal ex- 
pense cut railroad gain in net operating income to 14% in 
February, compared with 59% in January. March is ex- 
pected to show some increase in spite of floods; since not 
all the expense of repairs will be charged to a single quarter, 
and traffic recently is showing gratifying recovery. 


SUGAR—The U. S. Supreme Court has rendered a ser- 
vice not only to sugar refiners but also to several other 
industries in affirming the Institute’s right to act as an open 
price association, thereby curbing unwelcome trade practices 
and bringing about some semblance of price coordination. 


BAKING—Increasing demand for quality goods and 
waning of competitive price cutting are chiefly responsible 
for currently better profits in the baking industry, and even 
the first quarter probably made a somewhat better showing 
than the corresponding period last year. 


Conclusion 


Business activity has already fully recovered from the tem- 
porary interruptions occasioned by floods in the eastern 
states, and the second quarter promises to open with a 
sharp upward spurt in most of the well-known indicators. 

While New Deal poli- 
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Answers to Inquiries 








The Personal Service Department of THE MAGAZINE OF WALL STREET will answer 
by mail or telegram, a reasonable number of inquiries on any listed securities in which 
you may be interested or on the standing and reliability of your broker. This service in 
conjunction with your subscription should represent thousands of dollars in value to 
you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 
2. Confine your requests to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send check 
at same time you transmit your first inquiry. 


Special rates upon request for those requiring additional service. 








CONSOLIDATED EDISON CO. 
OF NEW YORK, INC. 

It is my understanding that the earnings 
of Consolidated Gas of New York are ex- 
pected to show a decline, but that by May 
1, increased consumption should begin te 
offset this trend. Do you believe this pos- 
sible improvement is fully reflected in cur- 
rent prices of the stock, or should the 
stock now move higher?—L. M. J., Syra- 
cuse, N. 


You have been correctly informed as 
to the earnings outlook for Consolidated 
Gas of New York for the first quarter 
of 1936. At the annual meeting of the 
stockholders of the company, held re- 
cently, the chairman of the board of 
trustees explained that rate cuts put 
into effect last year would be reflected 
in lower earnings for the first quarter 
of 1936, by comparison with a year be- 
fore, and might even carry into the sec- 
ond quarter, but that by May 1, it is 
expected that an increase in consump- 
tion will tend to offset the decline of 
the first few months of this year. More- 
over, the chairman expressed an opti- 
mistic viewpoint concerning the longer 
future of the company, pointing out 
that the present rate of improvement in 
gross revenues is similar to that which 
took place in the years beginning with 
1926. He stated further that the 
growth of the business has shown a dis- 
tinct upturn and a gain of $100,000,000 
in gross is expected in the next ten 
years. For 1935, Consolidated Gas, 
whose name has now officially been 


changed to Consolidated Edison Co. of 
New York, Inc., earned the equivalent 
of $2 a share on the common stock, 
compared with $2.18 in 1934. An in- 
crease in the electrical business, which 
constitutes about 759% of the company’s 
output now, was offset by losses in 
the steam and gas departments and by 
increased taxation so that net income 
for last year amounted to $33,633,251, 
against $35,708,578 for 1934. An- 
other important factor, offsetting some 
of the adverse circumstances, is the 
reduction of fixed charges about to 
be effected through the refunding of 
large amounts of outstanding bond is- 
sues of the parent company and its 
operating subsidiaries. A registration 
statement has recently been filed cov- 
ering $35,000,000 each of 349% deben- 
tures due 1946 and 314% debentures 
due 1956, the proceeds of which will 
be used to redeem at 103, $20,000,000 
of 5% debentures on July 15 next and 
also to redeem on May 15 at 10342 
an issue of $50,000,000 of 514% deben- 
tures. This substantial reduction in 
interest charges of the parent company 
is expected to be followed next May or 
June by a $55,000,000 refunding opera- 
tion by Brooklyn Edison Co. Two of 
the other operating subsidiaries have 
recently brought out new issues, consist- 
ing of $55,000,000 of New York Edi- 
son 3!4% bonds and $25,000,000 of 
New York & Queens Electric 312% 
bonds, which have materially reduced 


the fixed charges of those units. More- 
over, a law now pending before the 
New York State Legislature would per- 
mit the merger of all of the operating 
subsidiaries into the parent company, 
thereby effecting still further substan- 
tial economies in operation. For all of 
the foregoing reasons, it is our opinion 
that there are further appreciation pos- 
sibilities in the stock of Consolidated 
Edison and your present holdings 
should be retained. 


GENERAL FOODS CORP. 


As a recent subscriber I will appreciate 
any new information on General Foods 
which you can give me. Don't you think 
this stock should do better marketwise? Is 
retention of 200 shares, averaging 34, im 
order?—F. B. M., Milwaukee, Wis. 


Operations of General Foods Corp. 
last year were the most profitable since 
1931 and dollar sales volume was the 
largest recorded in any year since 1930. 
Net earnings for the year equalled 
$2.23 a share on the capital stock which 
compared with $2.12 and $2.10 in 1934 
and 1933, respectively. During the 
final quarter of last year there was con- 
siderable improvement in the company’s 
business due in no small measure to in- 
tensified sales efforts and generally 
better conditions in the industry. Earn- 
ings for the period equalled 56 cents a 

(Continued on page 797) 
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Our Subscribers Say: 








“In two weeks your service 
has already paid for itself 
four times over.” 

G. W. B. of Texas 


“At present, I am also sub- 
scribing to another service. 
Thought I'd drop it and renew 
yours. Have tried about six 
different services. I rather 
hope I can continue with you 
indefinitely. To date, your 
service has been ideal.” 

H. B. B. of Illinois 


“TI am using all departments of 
your service. Combined they 
make up a well-rounded pro- 
gram which has been profit- 
able. I am very well pleased 
with the results obtained by 
using The Investment and 
Business Forecast, as you may 
judge from my renewal.” 

C. E. P. of Alabama 


“I have followed your Unus- 
ual Opportunities and bene- 
fitted very much from the 
small amount I invested under 
your recommendations.’ 

F. C. S. of Arizona 


“Following your Trading Ad- 
vices, I have made several 
hundred dollars due to your 
selected, sound and accurate 
recommendations.” 

J. E. D. of Canada 


“Four or five times in the past 
year, I have asked for partic- 
ular advice in my problems, 
and have found your judg- 
ment excellent.” 

J. C. H. of Connecticut 


“I am a small trader; have 
followed your service for the 
most part in the last six 
months and made at least ten 
times as much as it cost.” 
H. W. E. of New Jersey 





MAIL THIS COUPON TODAY! 


THE INVESTMENT AND BUSINESS FORECAST, of The Magazine of Wall Street 
90 BROAD STREET 


I enclose $75 to cover my six months’ test subscription on The Investment and Business Forecast. I understand that regardless 





creates opportunities for 


substantial protits 


Another important market advance is getting under way. The definite 
signal was given on Thursday, April 2 when leading industrial averages 
not only penetrated their peak for this year but made a new top since 
September, 1931. Yet, the high for the latter year was approximately 25% 
above the levels that now prevail. 


Our analysts foresaw this new stage of the major market recovery. FOorE- 
caAsT subscribers were fully prepared to take advantage of it. They were 
100% committed, carrying the maximum of five stocks in each of our three 
active departments—Trading Advices, Bargain Indicator and Unusual 
Opportunities. At the close, April 2, our open position alone showed a 
paper profit of 3014 points. 


Act NOW to Profit from 
the Potential Market Leaders Selected 


Anticipating a very selective market, our experts have used the same care 
and research in uncovering individual stocks as in accurately judging the 
market’s trend. Our present recommendations have been carefully selected 
not only for their low price in relation to their prospects, but specifically 
because they should benefit most from current developments. 


Subscribe now so that you may derive the full advantages of these recom- 
mendations. As they rise to discount their prospects, you will be definitely 
advised when to close them out and new recommendations will be offered 
for reinvestment. It is in this way that the cream of the profits can be 
realized in a rising market. Tear off and fill in the coupon below, enclose 
your remittance and then telegraph us, collect: “Remittance and sub- 
scription in mail, wire current recommendations in ..............++.: A 


* State in your telegram in which department (see below) you wish wires. 











of the telegrams I select I will receive the complete serviee by mail. ($125 will cover an entire year’s subscription. ) 
Send me collect telegrams on all recommendations checked below. (Wires will be sent you in our Private Code after our 
Code Book has had time to reach you.) 
«= TRADING Sbort-term recommendations following important intermediate market movements. Three 
ADVICES te four wires a month. Three to five atocks carried at a time. $1,200 capital sufficient 
te act in 10 shares of all recommendations on over 60% margin. 
| | UNUSUAL Lew-priced issues that offer outstanding possibilities for market profit. Two to three wires 
» es month, Three to five -tocks carried at a time. §600 capital sufficient to buy 10 shares 
OPPOR TUNITIES ef all recommendations on over 60% margin. 
BARGAIN Dividend-paying common stocks of investment rating, with exceptional price appreciation 
[| prospects. One to two wires a month. Three te five stocks carried at a time. $1,200 
INDICATOR capital sufficient to purchase 10 shares of all recommendations on over 60% margin. 
ol Pa RE ee Oe Cite Tee eee IC or CURT Ie PTE IE re RO ROC CAPITAL OR EQUITY AVAILABLE ......cccccccccccscccscccccccses 
PETE TUTTE LEL UTERO EULER rer rrr 
J MPTP T Eee or Tere rer eee Cr ee ee EERE RE Ce STATE 6c cc csc cretscrcrercecccssissscccenscrsececesscecns Apr. 11 


Include a Complete List of Your Present Holdings for Our Analyses and Recommendations 
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What's Ahead 
for Utility Stocks? 


What price effect may be expected 

- - from coming Supreme Court Decision 

- « from leverage of large senior capitalization 
UR staff ha leted pecial study 
of the cntieuh-tor Dellity Tolding com- 


panies, weighing the possible effects of both 
these factors. 


13.6%, resulting, through levwer- 
age, in earnings gains on common stocks 
from 8.7 to 72%! 


3 stocks To Buy NOW! 
list our staff has selected $ 


‘before making Utility purchases. 
Send for Bulletin W. S. 34 FREE! 


UNITED BUSINESS SERVICE 


210 Newbury St. Boston, Mass. 
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WILL STOCKS SOON 
GO MUCH LOWER? 


very investor now wonders if he shoul 
dl “" Led — higher prices or oe = 
D anticipation of a sha 
yy te roen A lower levels. eee 
mittedly this is an important 

know the correct auewer’ Se to hing 
mation worth thousands of dollars. Many 
investment counsellors and so-called experts 
de not dare to commit themselves on this 
question. They hem and hedge—tell you to 
hold for the “‘long pull.’ That kind of advice 
does not satisfy intelligent men and women. 
Simply send us your name and addrese and 
we will give you our answer to this question 
fm a straight forward manner. We may be 
wrong this time, but our advice has been 
surprisingly acenrate for many years. At 
least, it costs nothing to obtain copies of our 
eurrent Stock Market Bulleting. There is ne 
ebarge—no obligation. Just address: 


INVESTORS RESEARCH BURE 
Div. 946, Chimes Bldg., rome Ba 

















| BENEFICIAL INDUSTRIAL 
LOAN CORPORATION 


Dividend Notice 


EGULAR quarterly 
dividends have been de- 
clared by the board of direc- 
tors, as follows: 
Preferred Stock Series A, 87%4c 
per share 
Common Stock 3724c per share 


Both dividends are payable 
April 30, 1936 to  stock- 
holders of record at close of 
business April 15, 1936. 


E. A. Barey, 


Treasurer. 
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1984 1935 1936 
A “High Low High Low High Low 
EG kEREeehE bs dksseseckons 74 ais 60 35% 80 59 
Atlantic Coast Line 54 24 37% 19% 35 27 
B 
Baltimore & Ohio.................. Pri | 12% 18 Hs) 24% isi 
Brooklyn-Manhattan Transit........ 44 28% 46% 36 504% 40 
Cc 
Canaan Paci&ic. ...... 5.00. ccccees 18% 10% 13% 85% 16 10% 
Chesapeake & Ohio................ 48 3944 53% 314 61 61 
C. M. & St. Paul & Pacific.......... 8 2 3 2 1% 
Chicago & Northwestern............ 15 3 5% 1% 4 3 
Chicago, Rock Is. & Pacific......... 6% 1 25% 4 3 1 
D 
Delaware & Hudson......... ee 35 $5%6 2344 52 3634 
Delaware, Lack & West ins 14 19 ii 23% 16% 
E 
PDI EES Scan ccivanesccssensees 24% 9% 14 1% 17% 11% 
G 
Great Northern Pfd.............-+- 324% 124% 35% 9% 44 824 
H 
Hudson & Manhattan.............. 12% 4 5% 234 5% 4 
I 
ly OO ees 38% 135 2214 9% 287 19 
Interborough Rapid Transit......... 17% 5 2354 8% 18 14 
K 
Kansas City Southern.............. 19% 65% 14% 3% 253%; 13 
RAI MII 5 6 5 in 3's 01s 0 60's 0 002 10 21% 9 11% 5 14 8% 
Louisville & Nashville.............. 6244 a1 6434 34 74 5744 
M 
Mo., Kansas & Texas.............- 14% 4% 6% 244 9% a3 
eS | eer 1% 3 1 4 2 
N 
New York Central...............++- 18% 29% 12% 40 27% 
N. Y., Chic. & St. Louis....... 9 19 6 35 17% 
N. Y., N. H. & Hartford.. 6 84 368 5 4 
N. Y., Ontario & Western 4% 6% 2 1% 5% 
Norfolk & Western....... 161 218 158 235 210 
Northern Pacific 144% 2534 13% 386% 24 
PINE soc csc cccsassccecce 39% 20% $3244 17% 39 31% 
R 
RES Gi case iseauuckassseenenss 56% 85% 43% 29% 48% 35% 
Ss 
St. Loule-San Pran.........cssccces 1% 2 34 35 1 
St. Louis-Southwestern....... 8 14 134 12 7 
Southern Pacific............... 14% 25% 12% 38 23 
Southern Railway 11% 16% 6% 20% 13 
U 
rrr ret 183% 90 1114 82144 188}{ 10844 
Ww 
Western Maryland ...........-+e+- 17% 7 10% 5 12% 8% 
Weosterm Pacific... .cccccccccscces 84 2 i$ 3% 1 3 4 2% 


Industrials and Miscellaneous 











1935 

A Bigh Low 
BRB onccc écivccccsccascaece 87% 38 
Rr IND 6 0.0 0.05065 000c00 00 178 1043 
Alaska Juneau..........ccccccccees 20 13% 
Allegheny Steel................ 32 21 
Allied Chemical & Dye. 178 125 
Allis Chalmers Mfg.... 33% 12 
Alpha Portland Cement. os 2234 14 
NR eo cl. es cn'eb sins b00 6 rtf 
Amer. Agric. Chemical (Del.)........ 48 25% 57% 41 
American Bank Note............... 25% 11 47% 1344 
Amer. Brake Shoe & Fdy........... 38 19 42 21 
American Can..... pea vaoe be dsen see 114 90 149 110 
Ranes, CE POG. cccccccccsccccces 33 12 83) 10 
American Chicle. ........ccccsccces 70 46 96 66 
Sees Paes Seat --.--.---- 13% 3 9 2 
Amer. Power & Li < ecchbacewwess 12 3 9 1 i 
Amer. Radiator & S. S.............. 17 10 25 10 
Amer. Rolling Mill......... cow Ea ai 32 153 
Amer. Smelting & Refining. . + 30 64 31 
Amer. Steel Foundries.............. 26 10% 25 12 
Amer. Sugar Refining............... 72 46 70 50% 
Amer. Tel. & Tel..............-..-- 185% 100% 1604 98% 
ES ON SSS eee 89 67 07 74% 
Amer. Water Works & Elec......... 27 125% 22% 49) 
Amer. Woolen Pfd.............---++ 83 36 6834 35 
Anaconda Copper Mining........... 173 10 30 8 
Arman 00, OF Tn... enc cc cccccsece 6 3 6% 3 
Atlantic Refining... ......c0seccee. 3544 21 28 20 
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1934 1935 1936 Last Div’d 
————— : A —~ Sale $ Per 
i iaiiadts B — Low High Low High Low 4/1/36 Share 
A ree 193, 10% 20 14 26 
Beech-Nut Packing. <2. 0002.00.00. yn ony ioe 30%, 8B ay O88 
tery 4 | epaghea waked es ig a 24% 11% 28 2154 27% 1 
PS ches 5 be obs 57144 84 57 48 57 
Bethlehem | cS ened Gates % 224% 62 21% 69% 52% 57% Ke 
re . oo oe 6834 4414 59% 3954 6714 
Bor en Company .... sescdeeretccs Mo ee Sime at Sos 255, 27% 160 
pore ag Be Gib s ets\orh a Nass wn wees 313% 16% 70% 284% 83 64 80% 3 
Briggs | Mfg BEM ON aon cis Sica 28% 12 5534 2416 «264% «261% StC«G *g 
ristol-Meyers.................... 87144 36 42 30% 48 41 4714 *2 
Burroughs ~a hk _— Sa osennte 193% 104 28 134% 3344 255% 28 *.60 
Byers & Co. (A. M.).. veseeess 88% 183, 2056 113% 2514 19%, 225% ie) 
Cc 
Galifornia Packing. areperstee * 183% 42 30 875 y 
Canada Dry Ginees M6 sis 1214 i752 Bi tess 133 rr ths ver 
Oy Lae ae eae 863, 385 1114 45% 16316 9214 16314 
a i .. 88% 23 60 36144 75 5434 15 2 
ce anese Corp. m .. 44% 17% ~~ 353 19 824% 264% 28% 1.50 
= le Pasco Copper. -. 44% 30% 6534 385 6654 4734 6434 4 
¢ esapeaive Corp...... .. 48% 84 614% ©6836 741, 59 6414 3 
cartes a a i oe 
Colgate-Palmolive-Peet. 18% 9% 21 Hs Ht 7 isk 6 
Columbian Carbon.. 774 101% ~—«GT 118% 94 11444 *4 
olum. Gas & Elec. .. 19% 654 153% 3% 20% 14 203%, +.20 
Commercial Credit................. 404% 185, 658 39 52 44 51% 2.50 
Comm. Inv. Trust.................. 61 353% 72 56 645g 55 64 “4g 
Commercial Solvents............... 365% 15% 23% 164 245 20% 21% 60 
Congoleum-Nairn eee EEN ants 353 22 27 453%; 44 3544 403, 1.60 
Consol. Sic eae 14% 7% «612% 644 15 11% 144% 38 1.25 
fone i: Seer I re 23% 22 264% 19% 23% e 
Con MANGAN 8. 6 co occcsceecccccn 64 5634 9914¢ 623% 87% 7314 813 3 
pice were fe MEINEM Sor oicieis 0/6: 51605 36 233% 447% 28% 46 8934 40 *1.20 
Continental Oil aster toe ese 223 15% 35 154% 38% 3314 36 1 
orn Products -~ Riibisi oko ecsiecen a 5544 783 60 7814 684% 1244 3 
Crown Cork & Seal.. secessseee 864% 18% 48%, 9316 654 4354 60 1 
Cudahy Packing. a aaa 52 37 4744 35% 0 44lg885%CsCO 2 50 
utler-Hammer. . Ee ee 11 47 16 65 43144 60% 1.25 
LO Eee 34% 10% 5834 22% 87 5 
Diamond Match ||". 1’ "| **’ Big 81 41 2615 4034 87 371.0 
Distillers Corp. Seagrams. . 265% 8% 3814 1354 345 25% 2744 
Dome Mines............ . 46% 32 44% 34% 583% 41 45 2 
Douglas Aircraft. . ee. 144% 58% 17% 753 605 70 
Du Pont de Nemours............... 108% 14644 8654 15134 138 150 3.60 
E 
Eastman Kodak.................... 11644 179 172% 110144 170% 156 6 * 
Electric Auto Lite.................: 813% 15 $834 193 ase 360 1 1 20 
Elec. Power & Light... 1.11.1... 9% 2% %™m% 1% 16% 6% 444 © 
Electric Storage Battery............. 52 34 585, 39 554% «485, = s«BO 2 
Endicott Johnson Bae. woe eke Oe 45 66 5234 69 6214 67 3 
F 
Fairbanks, Morse.................. 1834 7 39 17 49144 3434 \% 
Firestone Tire & Rubber............ «28% «13% «3853188420 
First National Stores............... 694% ~=«- BB 587, 443, 4814 4014 44% 2.50 
Foster Wheeler.................... 22 844 30 9% 3834 27 33° ; 
Freeport Texas..................... 60% 2116 3056 171{ 3554 2814 31 4 
G 
General Amer. Transpt............. 4354 30 4816 325 63 474 
General Baking............... 2.1 14s, 6) 88¢ 0 78¢ Saag da dase Teo 
General Electric.............. 2.12. 2514, 16% 40% 2014 413, 36% 3954 oe 
General glia Ceteca New tle 867% 28 8714 30 36 333 35% 1.80 
General Mills. . 644g «B11 721, 659% 7014 595 64° 3 
General Motors... 42 2454 693, 265, 69 537%, 68% *2 
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Goodrich Co. (er);.,... co; a 144% 7% 20% 135% 19% 
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Great Western Sugar............... 3514 25 34% 2654 39 31 354 2.40 
H 
Hercules Powder................... 81% 59 90 71 10514 84 102 3 
PEIIMIEL SIOF WORE 6 55 6:0:5.6:0:53:4.08 008 2414 6% 174 6% 1932 15 18% 
PIPE OUUL ORT. 5.5 5050555500000 1% 1% 3% 34 841 24 % 
I 
SGI) BAVOR .....6.cccccccccsse SB 19% 363% 234% 317 28} 30 68 
Ingersoll-Rand . en weesesceocceses 7334 4916 121 6014 147° 117° 134 ” 2 
Inter. Business Machines........... 164 131 19014 1494 185 173 180 *6 
ae 3734 18% 36% 22% 4934 36} 41% 1.50 
SS ee 46% 2344 655% 341% 883 5654 8744 1.20 
COS mre | | 21 474 22% 54 4414 50 1 
Os BOLO OE sscwccccecavescade 17% 1% 14 55, 194% 13 17% +s 
ewel Tea Co J 57% 383 67 49 11% 
ES a ne Cee 5814 70 4 
mee 6634 39 9914 3814 129 9414 1093; 2 
K 
Kelvinator........ ~- Sis 11% 184% 10% 255 143 23 *.50 
Kennecott Copper..... joees <s ee 16 30% 1334 it 38h 3814 ok 
Kroger Grocery & Baking........... 33 23% 32% 224% 28 23 14 25 1.60 
L 
DS Ss bisinc esiswpioie ssc celiac’ 3134 224% 2814 2134 2634 22 22% 2 
MAMI... -....ssccc cs, 78 6854 9552 67% 100% 94 9614 3 
Libbey-Owens-Ford................ 43% 22% 4914 214 634% 47% 60 2 
Liggett & Myers Tob. B............ 111% 744% 120 944% 116% 97% 102% “4 
SO eee 37 203 65% 314 64% 4654 41% be 
— Ser ere 44% 33% 4154 33 45 4014 43 2 
ETL Peer eee Tee Te 224% 16% 2644 184% 2644 22 2234 1.20 
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COMPREHENSIVE 
BROKERAGE SERVICE 


As members of the principal 
exchanges we are in a position 
to be of service to you in the 
purchase and sale of Stocks, 
Bonds and Commodities. 
CASH OR MARGIN ACCOUNTS 
IN FULL OR ODD LOTS 


“Booklet M,’’ giving trading. requirements 
and other information, sent on request. 


J.A. Acosta & Co. 


Members 
New York Stock Exchange 
N. Y. Curb Exchange (Assoc.) 
New York Cotton Exchange 
New York Produce Exchange 
N. Y¥. Coffee & Sugar Exchange } 
Chicago Board of Trade | 





Commodity Exchange, Inc. 
New York Cocoa Exchange 
60 Beaver St. New York 


Phone BOwling Green 9-2380 























BE A 


DECISIVE TRADER 


Learn how to use the action of the market 
itself as a guide to WHEN and WHAT to 
buy and sell. Eliminate emotional trading 
and enjoy the satisfaction of making colé 
blooded and calculating purchases and sales 
based upon intelligent technical interpreta- 
tion of stock market trends. Remember, ® 
sound knowledge of the fundamentals of 
technical trading may be all you need to 
mike you a decisive and successful trader. 


As a first step, send for two weeks free 
trial of Gartley’s Weekly Stock Market 
Review and full information about the com- 
plete Gartley service for the technical 
student of stock market interpretation. 


H. M. GARTLEY, INC. 


76 William Street New York, N. Y. 




















POINTS ON TRADING 
and other valuable information for investors 
and traders, in our helpful booklet. Copy 
free on request. Ask for booklet MG6 
Accounts carried on conservative margin. 


(HisHoLm & (HAPMAN 


Established 1907 
Members New York Stock Exchange 
52 Broadway New York 























Odd Lots—100 Share Lots 


Booklet M.W. 801 upon request 


John Muir&(0 


Established 1898 
Members New York Stock Eechong 
39 Broadway New York 
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LOEW’S INCORPORATED 


“THEATRES EVERYWHERE” 
Aprii 3rd, 1936. 


HE Board of Directors on April 1st, 1936 
declared a quarterly dividend of $1.6244 
per share on the outstanding $6.50 Cumula- 
tive Preferred Stock of this Company, pay- 
able on the 15th day of May, 1936 to stock- 
holders of record at the close of business on 
the 29th day of April, 1936. Checks will be 

mailed. 
DAVID BERNSTEIN 


Vice-President & Treasurer 
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GENERAL 
MILLS, «. 





SZ 31st Consecutive 
Common Stock Dividend 
March 26, 1936 


F Directors of General Mills, Inc., announce 
: the declaration of the regular quarterly divi- 
dend of seventy-five cents per share upon 

the Common Stock of the Company, payable 

May 1, 1936, to all C Stockholders of 

at the close of business April 10, 1936. 

Checks will be mailed. Transfer books will 

mot be closed. This is the thirty-first con- 
secutive nd on General Mills’ Common. 





d (Signed) Karl E, Humphrey, 


Treasurer. 





WHY NOT 











COLUMBIA 
GAS & ELECTRIC 
CORPORATION 
The Board of Directors has 
declared this day the following dividends: 
Cumulative 6% Preferred Stock, Series A 
No. 38, quarterly, $1.50 per share 
Cumulative Preferred Stock, 5% Series 

f No. 28, quarterly, $1.25 per share 

Convertible 5% Cumulative 
Preference Stock 

No. 17, quarterly, $1.25 per share 

i, Common Stock 

i No. 32, 20¢ per share 

payable on May 15, 1936, to holders of 

record at close of business April 20, 1936. 

How .anp H. Pett, Jr., 
Secretary 





April 2, 1936 














BRIGGS 
MANUFACTURING 
- COMPANY . 
Dividend on Common Stock 


Directors of Briggs Manufacturing 
Company have declared a regular 
quarterly cash dividend of fifty cents 
($.50) per share on the outstanding 
non-par value stock ofthecompany, 
payable April 25, 1936, to stock- 
holders of record at the close of 
business April 10, 1936. 

















Allied Chemical & Dye Corporation 
61 Broadway, New York 

March 31, 1936 

Allied Chemical & Dye Corporation 

bas declared quarterly dividend No. 61 

of One Dollar and Fifty Cents ($1.50) 

pershare on the Common Stock of the 

Company, payable May 1, 1936, to com- 

mon stockholders of record at the close 
of business April 10, 1936. 

W.C. KING, Secretary 
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New York Stock Exchange 


Industrials and Miscellaneous (Continued ) 


ORS Ss See 
McIntyre, Porcupine................ 
McKeesport Tin Plate.............. 
a Sea 


N 
eee 
eS eee 
National Cash Register............. 
National Dairy Prod................ 
National Distillers.................. 
National Power & Light............. 
eee 
0 eS eee 
NS eee 


Oo 
SIONS 88 oo 55 shoe se buco cabs 
Owens Ill. Glass.. 


P 


Pacific Gas & Electric. 
Pacific Lighting... . . 
Packard Motor Car. 
Paramount Pictures . 
Penney (J. C.).. 
3 8 2 ee a eee 
OA ee 
Phillips Petroleum................. 
Pillsbury Flour Mills............... 
Procter & Gamible.........0.cc.es0% 
Public Service of N. J.............. 











R 
Radio Corp. of America............. 
Radio-Keith-Orpheum.............. 
Raybestos-Manhattan.............. 
Remington Rand......... 
Republic Steel.......... 2 
Reynolds (R. J.) Tob. CI. B......... 






eee 
Schenley Distillers................. 
ene 
Servel. . 
MEMES: oa poise sss Srcciescee 
EN OE 5 a ac Gino wins a pk oes 
Socony-Vacuum Corp............... 
Cg OS ea ees 
Spiegel May Stern................. 
eee | FP eee 


OSS LL 6 ae 
eS LY 2 St 
I I s nisic nn wave sacaace 
Stewart-Warner. ............c00000 


COU TSS eS Sa ee eee 


CUR MIINID bg Gio Giss Gk os 03058 08-6 
Towns all HeeMGr .. 5 coc ccs 
Tide Water Assoc. Oil.............. 
Timken Roller Bearing.............. 
Tri-Continental .. . 
Twentieth Century-Fox............. 


U 
Underwood-Elliott-Fisher........... 
Union Carbide & Carbon............ 
UC DP 8 ee 
ee ee ere 
ECM scnccscdniecsces ses 
INN 50k 08 bh Wwe wis Gees 9 0o's6 
Uaited Corp. 


S. Gypsum 
. S. Industrial Alcohol............. 
Oy | ES Ser 
EE cS chs Gutakess 5655.55.04 4 
. S. Smelting, Ref. & Minin, 
. el 
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Ww 
Warner Brothers Pictures........... 
RUE ee 
Westinghouse Air Brake............ 
Westinghouse Elec. & Mfg.......... 
J” eee eee 
Worthington Pump & Mach......... 


* Annual! Rate—not including extras. 





1934 1935 
High Low High Low 
4134 3054 1854 
62% 3644 6744 3014 
4034 2344 33% 2334 
4534 80 6734 35% 

% 304 4554 3334 
95% 79 131 4 
3434 20% 4254 24% 

614 39 9434 5 
3554 20 40% 2134 
32% 1254 1914 11 
4914 25% 86% 2244 
235% 12 2314 13% 
1834 13 22% 12% 
31% 16 8446 23% 
1544 654 14% 4% 
5814 8414 8334 40 34 
2834 11 8614 18% 
2514 104% 9 
19% 124% 265% 11% 
94 60 129 
2316 12% 8154 13% 
37 2034 56 19 
6% 234 7% 34 
Se te Se 12 8 
7444 61% 8434 674% 
67 4454 81 64% 
18% 134% 281% 1234 
2034 13% 40 1334 
3434 184 38 31 
4434 33% 5334 42% 
45 5 4634 20% 
593% 3514 52% 29% 
9% 4% 1334 4 
44 14 6 14% 
23 144% 30% 16% 
133% 6 2034 7 
253, 10% 203; 9 
6334 3934 67 6514 
7 3814 46 8154 
38% 17% 56% 22 
6144 $1 69% 31 
43% 17 1% 
13% 6% 12% 7% 
11% 6 16% 5% 
19% 12% 1534 105% 
221% 104% 27 105% 
7634 64 84 4374 
254% 174% 19% 12% 
42% 264 41% 2734 
3234 23% 33% 23 
50% 3944 523% 3534 
6644 474 68 6834 
105% 4% 18% 65% 
134 3% 15% 24 
74 6144 77 60% 
29% 1954 30% 164% 
43% 30 3634 2834 
14% 8 15% 15% 
41 24 72% 28% 
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rea 24% 13 
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33 154 2254 14% 
24 11 17% 9% 
141 9654 124% 91% 
597% 293% 6054 27% 
9914 6734 119% 7354 
3134 14 2134 114% 
84 234 1034 24% 
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11014 85 
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Answers to Inquiries 
(Continued from page 792) 
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share, as compared with 40 cents a 
share during the like interval of 1934. 
Thus the company was able to more 
than make up during the final quarter 
the somewhat lower earnings recorded 
in the first nine months of the year 
when share earnings of $1.67 were 5 
cents below the $1.72 recorded for the 
like interval of 1934. Marked progress 
was made during the year in increasing 
the number of outlets equipped to 
handle the company’s quick-frozen 
foods which are marketed by Frosted 
Foods, a subsidiary. This branch of 
the business gives promise of becoming 
increasingly important from an earn- 
ings standpoint, since the quick freez- 
ing process has much to recommend it 
not only from the standpoint of flavor 
preservation but also because of con- 
venience to consumers. The introduc- 
tion of this line presented the problem 
of educating the public to the advan- 
tages of frozen foods, while the cost 
of the necessary equipment to retailers 
was considerable and proved a draw- 
back to widespread distribution. How- 
ever, an improved low-cost refriger- 
ated case was introduced in 1934, and 
since that time the number of retail out- 
lets has shown phenomenal growth. 
Also, sales of these products to steam- 
ships, railroads, hotels, etc., are steadily 
growing. As now constituted, General 
Foods handles over 80 branded lines 
which, due to quality and extensive 
advertising, enjoy wide public demand. 
The company has outstanding no 
funded debt or preferred stock, capi- 
talization consisting solely of 5,251,440 
shares of common stock. Since fianan- 
cial condition is exceptionally strong, 
indications are that the present $1.80 
annual dividend rate is secure. Al- 
though we do not look for any sharp 
pick-up in earnings, gradual improve- 
ment may be looked for in line with 
expanding consumer demand. On the 
basis of the present satisfactory return 
and longer pull market possibilities, we 
recommend further retention of your 
holdings. 


LOEW'S, INC. 


I understand that Loew’s earnings may 
advance to $5.50 a share this year. In your 
opinion, is this possibility discounted in 
current prices? Would you continue to 
hold shares bought at 43°—J. B. B., Los 
Angeles, Calif. 


A change for the better in the in- 
come of Loew’s, Inc. is anticipated in 
the current half of the fiscal year, it 
being estimated that earnings will be 
equal to between $2.80 and $2.90 a 
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NEW YORK STOCK EXCHANGE 


GULF BUILDING 
PITTSBURGH 


A COMPREHENSIVE RECORD OF DATA REGARDING 
FOREIGN AND DOMESTIC SECURITIES 
IS MAINTAINED BY OUR 
STATISTICAL DEPARTMENT 


EMANUEL & Co. 


MEMBERS 


50 PINE STREET, NEW YORK 
TELEPHONE JOHN 4-1400 


NEW YORK CURB EXCHANGE 


THE WALDORF-ASTORIA 
NEW YORK 
































share compared with a rate of $2.64 a 
share a year ago. At that rate, and 
with further gains now in evidence, it 
is not impossible that earnings for the 
1936 fiscal year will amount to $5.50 a 
share, as you say, which would be a 
very substantial improvement over the 
net of $4.49 a share for the 1935 fiscal 
period. These results are estimated de- 
spite the fact that for the first twelve 
weeks of the fiscal year, ended Novem- 
ber 21, 1935, there was a decline in 
income to $1.08 a share, against $1.23 
for the corresponding period the year 
before. The decline, strangely, was 
largely attributable to the success of 
recent films, which had unexpectedly 
long runs and therefore delayed the 
showing of new films and the receipt of 
income therefrom, at a time when the 
cost of film amortization was running 
at a high rate, thereby accruing costs 
at a rate faster than income was re- 
ceived. However, that situation has 
now been corrected and it is reported 
that domestic gross income is now run- 
ning at a rate of 20% better than 
a year ago, while the income from over- 
seas operations has also increased sub- 
stantially. The company recently con- 
cluded successfully a refunding opera- 
tion whereby an issue of $15,000,000 
of 344% debentures was floated, to 
replace about $8,000,000 of 6% deben- 
tures, thus substantially decreasing its 
fixed charges. Earsings from foreign 
operations have shown a gain, not only 
in England, but in South Africa, 
where improved distribution methods 
have recently changed a losing situa- 
tion into a profitable one. Offsetting 
to some extent the improvement is 
earnings which is expected to continue 
even beyond 1936, are several unfavor- 
able factors in the form of anti-trust 
suits by the United States Government 
against various motion picture com- 
panies including certain of the subsidi- 
aries of Loew’s, Inc. Other litigation 
is pending involving damages for per- 
sonal injuries and other suits concern 
infringement of patents and copyrights 
and a breach of contract in America 


and in foreign countries. However, over 
a longer term it now appears to us that 
the favorable factors are likely to out- 
weigh the unfavorable ones and there- 
fore we would counsel further reten- 
tion of your present holdings. 


INTERNATIONAL BUSINESS 
MACHINES CORP. 


In your opinion, can International Busi- 
ness Machines advance much further on its 
1936 prospects? What are your views on 
its dividend possibilities? — W. W. B.,, 
Washington, D. C. 


Judging by 1935 world business re- 
sults, which were the best in the history 
of International Business Machines 
Corp., the 1936 prospects for the com- 
pany are entirely favorable. The an- 
nual report for 1935 showed income of 
$7,090,530 equal to $9.88 a share on 
the 717,412 shares of common stock 
outstanding at the year-end, compared 
with a net of $6,597,362 or $9.38 a 
share on 703,345 shares outstanding in 
1934. Although heavy capital expen- 
ditures and write-offs were made, and 
sums averaging between $700,000 and 
$800,000 per year are spent for the de- 
velopment of new products, the finan- 
cial position of the company has re- 
mained strong, the balance sheet for 
December 31, 1935 showing current 
assets of $5,903,327 including $1,339,- 
140 cash, against current liabilities of 
$3,237,650. Working capital declined 
slightly in 1935, but remained adequate 
and inventories increased to $2,027,767 
compared with $1,813,869 at the end 
of 1934. This company was affected 
only slightly by the depression, its larg- 
est net income having been achieved in 
1931, while from 1933 to 1935 earn- 
ings have shown a steady increase. The 
company does a business which is inter- 
national in fact as well as in name, since 
it operates in 79 countries throughout 
the world. The improvement in under- 
lying business conditons, abroad as well 
as at home, therefore augurs well for 
the prospects of the company for the 
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remainder of this year and for the 
longer term future. It receives revenues 
both from the rental of machines and 
from sales of machines and supplies for 
use with them. There is litigation in the 
courts involving the company’s practices 
requiring the purchase of specially pre- 
pared cards and other supplies for use 
with the machines it builds. A final de- 
cision is now pending before the United 
States Supreme Court on this subject. 
However, it has been pointed out by 
representatives of the company that 
even if future rental contracts should 
eliminate the clause involving the pur- 
chase of certain cards from the com- 
pany, it would affect only a minimum 
part of the company’s business of that 
class, since by far the larger part of the 
cards used are patented and are obtain- 
able nowhere else. The dividend policy 
of International Business Machines has 
been consistent, the present $6 cash 
rate having been maintained since 1930. 
Additional participation for stockhold- 
ers in the profits of the business is more 
likely to take the form of further stock 
dividends, since such payments were 
resumed in 1935 with a distribution of 
2% followed by one of 3% in Febru- 
ary, 1936. Moreover, the proposal to 
increase the authorized common stock 
from 750,000 shares to 1,000,000 shares 
points to the possibilities of additional 
distributions of this kind. In view of 
the satisfactory longer term prospect, 
the stock of International Business Ma- 
chines is well situated, in our opinion, 
to give further reflection marketwise 
and therefore we feel that continued re- 
tention of your present holdings is 
justified. 


PHELPS DODGE CORP. 


I have been holding Phelps Dodge for 
some time and currently have several points 
profit. Do you feel that the outlook és 
such that I should retain the stock further, 
or do you feel present quotations discount 
dad conditions?—L. M. E., Miami, 
‘la. 


Reflecting general improvement in 
the domestic copper situation, earnings 
of Phelps Dodge Corp. in 1935 regis- 
tered a considerable improvement over 
the previous year’s result. Net income 
for the year was equivalent to $1.21 a 
share on the capital stock, or more than 
double the 60 cents a share recorded in 
1934. Production was stepped up con- 
siderably during the latter part of the 
year in line with expanding demand 
and a better price structure which ac- 
companied improvement in general bus- 
iness conditions. Indications point to 
further improvement during the cur- 
rent year. Despite the heavy operating 
losses sustained during the four years 
immediately preceding 1934, the com- 
pany maintained a policy of property 
expansion and is therefore now in a 
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position to take full advantage of im- 
proving metal prices and demand. Also, 
considerable progress has been made 
during recent years in rounding out 
activities to include the production of 
part of fuel requirements and the man- 
ufacture of a broad list of fabricated 
copper products. Since the company’s 
ore bodies contain relatively large 
amounts of the precious metals—gold 
and silver—the concern is favored by 
low production costs on copper. Finan- 
cial condition of the company has been 
well maintained. Current assets at the 
close of the year totalled $33,317,231, 
including cash and marketable securi- 
ties alone of $9,287,370, while current 
liabilities stood at $14,183,079. With 
the outlook indicating a rising demand 
for the “red metal” this year in line 
with expanding building construction 
and other activities requiring copper in 
one form or another, prospects for 
Phelps Dodge are bright. Of course, 
present prices for the stock cannot be 
regarded as undervalued in relation to 
current earnings, but high per share 
returns are not unheard of in the his- 
tory of this organization. Earnings in 
1928 equalled $7.36 a share, after de- 
pletion and while that figure probably 
will not be equalled for some time 
ahead, further general business recov- 
ery should increase the demand for 
copper products to a point where earn- 
ings would justify much higher quota- 
tions in the market. Thus, we are in- 
clined to suggest full retention of your 
holdings at least for the time being. 


AMERICAN SNUFF CO. 


I have been intending to write to you 
ever since the report of American Snuff’s 
1935 earnings came out. Do you favor re- 
tention of this stock for income in view of 
its lower earnings? Do you think this but 
temporary and that the 1936 showing will 
be better?—F. B. J., New Orleans, La. 


Report of American Snuff Co. for 
1935 reveals net income of $1,641,079, 
equivalent, after dividend requirements 
on the 6% preferred stock, to $3.29 
a share on the common stock. This 
compared with $1,972,542 or $4.05 a 
share on the common stock in 1934. 
This showing was attributable mainly 
to a 2.9% decline in snuff consump- 
tion and also to the fact that leaf 
tobacco costs were moderately higher 
without offsetting selling price ad- 
vances. Nevertheless, no further de- 
cline in demand is anticipated this year. 
As a matter of fact, improvement in 
the employment situation should wit- 
ness some betterment. Admittedly, the 
benefits accruing to the company 
through the elimination of the process- 
ing taxes may continue to be offset by 
higher inventory costs over the medium 
term. Nevertheless, the regular divi- 
dend rate of $3 should be maintained 


in view of the financial strength of the 
organization. At the close of last year, 
current assets totalled $14,807,060 in- 
cluding cash alone of $2,354,510, while 
current liabilities amounted to only 
$881,467. The chief characteristic of 
the snuff industry is stability of demand 
so that no marked improvement in vol- 
ume sales can be looked for. This fact 
naturally limits the speculative possibili- 
ties of the shares, but where income is 
of prime consideration we believe that 
retention is the best course to follow. 
Given further improvement in indus 
trial and agricultural conditions in the 
South, where American Snuff finds its 
greatest outlet, earnings of the company 
and the market for its stock should 
register at least moderate improvement. 


ELECTRIC STORAGE BATTERY 
CoO 


Kindly give me your frank and im- 
partial opinion of Electric Storage Battery. 
I have 100 shares, averaging 41, and am 
wondering if further holding is now advis- 
able—H. M. B., Boston, Mass. 


On the basis of the record in the 
past, the importance of its position in 
the trade, its strong financial position 
and the comparative stability of opera- 
tions, Electric Storage Battery may well 
be considered to have investment char- 
acteristics. While the improvement in 
earning power has been gradual, it has 
been nevertheless steady, and may rea- 
sonably be expected to continue the 
upward trend so far recorded. The 
company will undoubtedly benefit fur- 
ther from the increased production ex- 
pected over early future months in the 
automobile industry, from which source 
it derives probably less than one third 
of its total volume of business. The 
company looks primarily to replacement 
business for a steady flow of profitable 
orders, which probably accounts largely 
for the realtive stability of earning 
power during the depression years. In 
this field we believe the outlook also 
continues favorable. These two de- 
partments contribute an important 
share of the business, but the activities 
of the research facilities of this organi- 
zation have been productive of such 
widely diversified application of its 
products as railroad equipment, public 
utilities, airplanes and ship manufacture 
and operation. In these fields also con- 
tinued expansion in volume and in 
earnings may be looked for. Report 
for the year 1935 shows a very satis’ 
factory increase in gross, but higher op’ 
erating costs and expenses, due in part 
at least to keenly competitive trade 
practices in the industry, prevented full 
effect of the increased sales volume to 
be carried through to net income. Earn: 
ings however were equal to $2.47 a 
share, comparing with $2.21 a share 
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reported in the preceding year. This 
company is financially able by reason 
of its cash position and by virtue of 
its simple capital structure to disburse 
practically all of its earnings in divi- 
dends to stockholders. We feel that 
the outlook warrants retention as a long 
term investment issue with the reason- 
able prospect of appreciation in value 
as earnings increase and as the demand 
for stocks meeting such qualifications 
tends to exhaust the supply of such 
issues. 


FIRST NATIONAL STORES, INC. 


I have 100 shares of First National 
Stores which I bought at 49. I have been 
disappointed in the recent market action of 
this stock, and would like to know if you 
foresee any improvement now.—D. S. 
Brooklyn, N. Y. 


=a 


There are two factors of importance 
which appear to have been exercising 
a restrictive influence on the market ac- 
tion of the chain store issues, and 
which may account for the disappoint- 
ment you have expressed in regard to 
your holdings of First National Stores. 
The first factor is that of narrower 
profit margins, and this appears to be 
a passing phase for which the present 
economic conditions are largely respon- 
sible. With the recovery in prices of 
commodities, wholesale prices have 
more quickly reflected the advance, 
being more sensitive to changes than 
retail prices. In consequence inventory 
costs have increased out of proportion 
to dollar sales and so, while sales vol- 
ume has increased, the benefit of the 
increase has not been reflected in net 
earning power. In this regard, First 
National in common with other chain 
grocery store enterprises, may be ex- 
pected to correct this situation gradu- 
ally as retail prices which are normally 
tardy come more into line with the ad- 
vances registered in the wholesale mar- 
ket. The second important factor to 
be considered in connection with the 
market action of the chain store issues 
is the matter of the burden of taxes 
which these enterprises have been forced 
to assume. The imposition of increased 
taxes arises not only from the need for 
additional revenues in the various 
states, but by reason of agitation and 
political pressure originating in associ- 
ations of small independent store own- 
ers. In this respect, First National is 
distinguished from any other enter- 
prises in a similar. field. The activities 
of First National are confined to the 
New England States and New York 
State, in which, with the exception of 
Maine, freedom from discriminatory 
chain store taxes is enjoyed. In this 
connection it is interesting to note that 
First National Stores have, as a matter 
of policy, developed good will in the 
communities in which they operate, fa- 
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HIS year, the smartest buy- 

ers are turning to Stude- 
baker. Sales since January lstare 
the largest in 7 years. Everyone 
who sees and drives this stand- 
out style car of all the new cars 
realizes that it offers more than 
any other car. It’s big, solid, 
beautifully proportioned! And 
what economy ...an official rec- 


























































ord of 24.27 miles per gallon! 
Flat, restful floors! 58% inches 
of rear seat elbow room! Feath- 
er-touch hydraulic brakes! 
World’s only car with Automat- 
ic Hill Holder! World’s largest 
one-piece steel top—strongest 
all-steel body! Studebaker prices 
are now almost as low as those 
of the small lowest price cars! 
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voring focal “enterprises wherever pos- 
sible, assisting in the development of 
the communities in which they operate, 
and identifying themselves with local 
civic interests. The wisdom of this pol- 
icy is becoming increasingly apparent, 
since the matter of public relations is 


an important factor. Operating eff- 
ciency is shown in the stability of earn- 
ings which, since 1929, have ranged 
from a high of $5.39 per share to a low 
of $3.89 a share, the latter figure re- 
corded in the fiscal year ending March 
31, 1935. The December quarter for 
the fiscal year ending March 31, 1936, 
shows the effect of the tendency of re- 
tail prices to catch up with wholesale 
prices. Net income for the period 
shows an increase of 23% compared 
with the corresponding interval of the 
preceding fiscal year. It seems prob 
able that continued improvement in 
this respect is a reasonable prospect. 
Currently the dividend requirements 
are protected by a fair margin in earn- 
ing power and the financial position is 
strong. We feel, therefore, that on the 
basis of a consideration of these favor- 
able factors you are justified in continu- 
ing to hold your shares of this stock 
awaiting further developments. 


BEATRICE CREAMERY CO. 


I have 150 shares of Beatrice Creamery 
which I bought last year. This stock has 
advanced but little as compared with most 
of those I hold, and I would be grateful 
for any advice with which you may favor 
me.—G. L. K., Tacoma, Wash. 


Although Beatrice Creamery showed 
an increase in sales for the first nine 
months of the fiscal year which ended 
February 28, 1936, net earnings reacted 
from the $946,000 reported for the cor- 
responding period in the preceding fis- 
cal year to about $700,000. This was 
equal after preferred dividend require- 
ments to 42 cents a share on the com- 
mon stock, and compares with $1.04 a 
share earned on the common stock in 
the like period during the previous year. 
Higher operating costs and expense ac- 
count for reduced net income. Beatrice 
Creamery depends primarily upon its 
business in cheese, butter and ice cream, 
the production and distribution of milk 
being a comparatively minor factor in 
earning power. Normally, higher profit 
margins are obtainable in the cheese, 
butter and ice cream departments but 
fluctuations in earnings from these de- 
partments are greater as a rule than 
from the distribution of fluid milk. 
While this has undoubtedly been a 
factor of importance in the relatively 
poor showing lately reported, with in- 
creasing public purchasing power quite 
reasonably in prospect, and a strength- 
ening in the price structure of the mar- 
ket for butter and cheese, there should 


accrue to this company much more sat- 
isfactory results from operations in the 
immediate future. Beatrice Creamery, 
prominent among the larger dairy prod- 
ucts enterprises, has built up a finan- 
cial status of considerable strength and 
we believe the company is in a position 
at the present time to take advantage 
of any increase in the volume of busi- 
ness in this field. The record of the 
company throughout the depression 
years has been satisfactory. Sales 
reached a peak in the year 1930 with 
approximately $83,700,000, productive 
of a net income of about $2,500,000. 
A low point in volume and in net in- 
come was recorded in 1933 at approxi- 
mately $46,000,000 and $434,000, re- 
spectively. Results for the fiscal year 
ended February 1, 1935, show clear 
evidence of the recovery in this indus- 
try and of the participation by this 
company in this recovery. Sales were 
reported at very nearly $55,000,000 
and net income was equal to $1.31 a 
share on the common stock. While the 
operations of the company are sensitive 
to price changes in the market for its 
products, the near-term future pros- 
pect in this respect is favorable and it 
is our opinion that retention of your 
holdings is advisable. 








Plain Facts on the Steel 
Outlook 


(Continued from page 776) 








pend substantially on consumer goods 
outlets. By the same token, those com- 
panies engaged predominantly in the 
production of lighter steel, as was true 
in 1935, promise to make the best earn- 
ings showing. 


The New Price Policy 


Safely assuming, therefore, that both 
production and sales of steel as a whole 
will increase this year, it is necessary, 
however, to temper the favorable impli- 
cations of greater demand by consider- 
ing the far-reaching consequences of two 
recent developments in the steel indus- 
try—the new price policy recently 
adopted and the attack in Congress on 
the long established base-point system. 


A short time ago Republic Steel 
Corp., broke a precedent with its an- 
nouncement that henceforth it would 
issue regular price schedules and quan- 
tity discounts. This plan was frankly 
adopted by the company in the hopes 
that it would stabilize prices, particu- 
larly for sheet and strip steel, and 
eliminate unfair trade practices. For 
some time the industry has been guilty 
of granting secret concessions and re- 
bates to customers, a practice which 


has lately increased to a point where 
market prices have meant little or noth- 
ing. Not only have such cut-throat 
competitive tactics cut into steel com- 
pany profits but they have worked to 
the disadvantage of many steel consum- 
ers. The results of the new plan are 
expected, therefore, to be beneficial to 
both producer and consumer. The in- 
dustry should be relieved of the pres- 
sure from large consumers for price 
concessions, while consumers, on the 
other hand, would have more confidence 
in figuring their prices and making for- 
ward commitments. It is too soon to 
evaluate the possible effects of this new 
price policy and difficulties not now ap- 
parent may later arise, but constructive 
and unified efforts to stabilize the price 
structure are definitely a step in the 
proper direction. 

According to the price schedules an- 
nounced by Republic Steel, and which 
are expected to be followed by other 
steel makers, quantity consumers of 
sheet and strip steel will be given dis- 
counts ranging from $1 to $3 a ton un- 
der the base price. This is tantamount 
to an advance in second quarter prices, 
for it is understood that secret conces- 
sions of as much as $6-$8 a ton were 
previously being given. Moreover, ac- 
cording to the policy announced by Re- 
public Steel, whenever any change is 
made in prices it will be announced pub- 
licly. Such a plan makes the company 
subject to the Clayton Act, which would 
permit a consumer to recover triple 
damages, should secret concessions be 
granted to a competitor. This is a new 
and important merchandising policy in 
the steel industry and comes at a time 
when another established policy of the 
industry is threatened with extinction. 


Basing Points 


The basing point system of quoting 
iron and steel prices has been in opera- 
tion, in one form or another, for genera- 
tions, and has been subject to a series of 
attacks, beginning as far back as Theo- 
dore Roosevelt. The latest is the 
Wheeler anti-basing point bill, on 
which public hearings are now being 
held in Washington. Briefly, the bas- 
ing point system, as practised by the 
steel industry, means that consumers 
are quoted prices plus freight charges 
from the nearest basing point. The 
strongest argument of the system’s op- 
ponents is that consumers located near 
a steel manufacturing plant, in a city 
which is not a basing point, are com: 
pelled to pay as much for their steel as 
consumers 100 miles away. It is also 
cited that the system places smaller con- 
sumers at a decided disadvantage, un- 
less they have the good fortune to be in 
a base point city. There are some 
eighty cities which are basing points, 
for at least one type of steel. Steel pro- 


800 When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 








duce! 
the s 
pete 
wher 
but a 
ous tl 
to su 
ing | 
resist 
shifti 
For 
cente 
steel 
sume 
that 
Sn 
dustr 
point 
legisl 
will | 
with 
ing O 
nativ 
plant 
ing F 
the « 
on m 
Cc 
basin 
to ps 
fects 
comt 
capa 
larly 
creas 
inten 
appe 
resist 
1929 
mills 
Thes 
nearl 
other 
curre 
type 
stant 
the 1 
be ar 
prod 
past 
conti 
capac 
mies. 
It 
indus 
avera 
at 6( 
can L 
ever, 
tion 
becor 
is ont 
has r 
late « 
prod 
feelir 
But 
techn 
prod 
old | 
entiré 
be c 


APR 








ducers argue, on the other hand, that 
the system permits all producers to com- 
pete on an equal basis for business any- 
where in the country. This is true, 
but at the same time it is only too obvi- 
ous that the consumer is being compelled 
to support an economic weakness result- 
ing from the steel industry's stubborn 
resistance to decentralization and the 
shifting centers of steel consumption. 
For example, Pittsburgh, a leading steel 
center, produces three times as much 
steel as it consumes, while Detroit con- 
sumes three times the amount of steel 
that it produces. 

Small wonder then that the steel in- 
dustry is anxious to preserve the basing 
point system. If it is abolished by 
legislation, not a few major producers 
will be placed at a decided disadvantage 
with respect to their principal consum- 
ing outlets, and left with the only alter- 
native of shifting their manufacturing 
plants, a costly and temporarily disrupt- 
ing process. In the long run, however, 
the entire industry would probably be 
on much sounder ground, economically. 

Confronted with this threat to the 
basing point system, one is compelled 
to pause and consider the ultimate ef- 
fects upon steel prices of its abolition, 
combined with the greatly expanded 
capacity of the steel industry, particu- 
larly in the sheet and strip divisions. In- 
creased competition, reaching a point of 
intensity in large steel consuming areas 
appears inevitable, accompanied by ir- 
resistible pressure on prices. Since 
1929, 13 new continuous sheet strip 
mills have been placed in operation. 
These new mills are able to turn out 
nearly 8,500,000 tons annually and an- 
other 1,600,000 tons will be added when 
current construction is completed. Old 
type mills are still turning out sub- 
stantial quantities, but the capacity of 
the new continuous mills alone would 
be ample to satisfy the average annual 
production of flat-rolled steel during the 
past decade. Moreover, the new type 
continuous mills must be operated at 
capacity to produce justifiable econo- 
mies. 

It is an accepted belief that the steel 
industry can break even with operations 
averaging 40 per cent of capacity, while 
at 60 per cent of capacity good profits 
can be shown. These percentages, how- 
ever, may be subject to marked altera- 
tion when the full potential capacity 
becomes effective. The steel industry 
is one of the few major industries which 
has never seriously attempted to stimu- 
late demand and broaden the use of its 
products by lowering prices, apparently 
feeling secure in its basic importance. 
But in recent years, new ideas, new 
technique and new executive talent have 
produced more aggressive tactics and 
old barriers are being stormed. The 
entire complexion of the industry may 
be changed during the next several 
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years, further mergers seem likely and 
many producers may be subjected to a 
strenuous competitive test. Someone 
may even discover, that lower prices 
would open many new and promising 
vistas for steel consumption. 

In the circumstances, it does not suf- 
fice to assume that the steel industry in 
the natural course of events will main- 
tain the pace set by the upward spiral 
of business recovery. Sales may but 
profits may not. Immediate prospects 
are definitely in favor of both larger 
sales and profits, but beyond that, 
events now in the making promise to 
play a leading role. 








What’s Back of Nickel’s 
Popularity? 
(Continued from page 783) 








Incidentally, International Nickel’s 
capital expenditures last year amounted 
to $3,200,000 and this year the com- 
pany expects that such expenditures 
will be not far from $10,000,000. 
More than $6,000,000 will go towards 
the enlargement of the smelter at Cop- 
per Cliff and for town improvements. 
The program entails the construction 
of a new stack, the installation of two 
reverberatory furnaces and eight con- 
verters with miscellaneous accessory 
equipment. The Creighton mine will 
be improved to the tune of $1,200,- 
000, the Frood mine is to get $200,000, 
the research laboratory at Copper Cliff 
$150,000, the Ontario Refinery $800,- 
000 and the several other plants vary- 
ing amounts. 


Demand at New High 


There seems to be no doubt about 
the wisdom of such expansion. Nickel 
consumption last year was the largest 
on record, higher even than in 1929 
and far in excess of the peak produc- 
tion experienced during the years of 
the Great War. At one time, nickel 
was essentially a war material; its out- 
let collapsed almost completely follow- 
ing the peace that ended the last great 
conflagration, and the manner in which 
the commercial demand for the metal 
has been built up in the past fifteen 
years or so has been one of the greatest 
romances of modern industry. 


This commercial demand is still ex- 
panding dynamically. New uses are 
being found for nickel and new appli- 
cations are being made at a time when 
general business is improving. The 
automobile industry is expecting this to 
be an even better year than last, the 
steel industry is looking forward to 
better days, construction has turned 
sharply upwards. And on top of this, 


we are hearing more about stainless steel 
railroad cars, nickel steel frames for 
freight cars, monel metal tanks and 
roofs and a host of other indications of 
a strong demand for nickel. Thus are 
International Nickel’s prospects doubly 
bright. 

Moreover, few securities are as at- 
tractive as the common stock of Inter- 
national Nickel merely as a stock and 
without regard to the properties of 
which it is a certificate of ownership. 
Such a certificate is almost an inter- 
national currency. The stock is listed 
in New York, London, Montreal, To- 
ronto and Edinburgh and there are ad- 
ditional centers where it can be sold 
without difficulty. It can be made the 
means of transferring funds from one 
country to another—buy in New York 
and sell in London. It is a protection 
against fluctuations in exchange. 

Now, while all these favorable fac- 
tors—the expanding demand for the 
company’s output, the extreme mar- 
ketability of its shares—do not in 
themselves make International Nickel 
common cheap at $50 a share, they 
certainly make it interesting. More 
than a year ago (February 2, 1935) 
we suggested that a profitable outcome 
would follow the purchase of the 
stock, then selling at $23 a share and 
having prospective earnings for 1935 
of $1.75 a share. Today, with pros 
pective earnings for 1936 less than 
$2.50 a share, the issue obviously is 
even less statistically cheap than it was 
a year ago—but the probability of the 
profitable outcome still stands. 








Oil Strike Favorably Affects 
Three Companies 


(Continued from page 779) 








This is stating the company’s situa- 
tion as it exists today without recourse 
to conjecture. At the same time there 
is no gainsaying the possibility that it 
may be substantially altered in favor 
of the company and its stockholders. 
For one thing contributions to earnings 
by oil, through the medium of its sub- 
sidiary, United Gas, may later reach 
important proportions. There is also a 
strong possibility that the Public Utility 
Act of 1935 will be found unconstitu- 
tional, either in part or in its entirety. 
Once this phase of the public utility 
situation is clarified, the chances are 
that an equable plan of recapitalization 
providing for the liquidation of pre- 
ferred dividend accumulations would 
find stockholders much more receptive. 

Electric Power & Light $7 preferred 
is selling around 63, the $6 preferred 
at 60, the second preferred at 45 and 
the common at 14. These levels com- 
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pare with the previous lows this year 
of 3234, 292, 1814 and 6% respect- 
ively. Obviously the substantial ad- 
vance which has taken place in a rela- 
tively short space of time must be 
attributed in a large measure to specu- 
lative enthusiasm, and even if the more 
favorable aspects of the situation are 
emphasized, it would seem that only 
the longer term possibilities remain un- 
discounted. 

The potentialities evoked by the dis- 
covery of oil by United Gas have doubt- 
less been a contributary rather than a 
prime factor in the higher market ap- 
praisal recently accorded the shares of 
Electric Bond & Share—both preferred 
and common. The company’s inter- 
ests, of course, are much broader than 
either United Gas or Electric Power & 
Light. Affiliated companies, other 
than these in the Electric Bond & Share 
group are American & Foreign Power, 
American Gas & Electric, American 
Power & Light and National Power & 
Light. The affairs of all these com- 
panies, with the possible exception of 
National Power & Light, have shown 
tangible improvement during the past 
year, which coupled with the growing 
belief that the company has better than 
an even chance of winning its suit 
against the SEC contesting the legal- 
ity of the Public Utility Act, have had 
the effect of creating a more favorable 
perspective for the company’s securi- 
ties. 

Last year Electric Bond & Share re- 
ported net income of $9,299,895, sufhi- 
cient to meet dividends on the $5 and 
$6 preferred shares with a margin of 
$866,000, equal to 16 cents a share on 
the 5,267,147 shares of common stock. 
In 1934, reflecting the receipt of larger 
service fees, interest and dividend pay- 
ments, earnings on the common 
amounted to 21 cents a share. Over- 
shadowing 1935 earnings, however, 
was the substantial increase in the 
value of the company’s investments in 
the preferred and common stocks and 
option warrants of associated compan- 
ies. The market value of these securi- 
ties at the end of last year was $143,- 
763,000 as compared with $83,289,000 
at the end of 1934. Including nearly 
$36,000,000 in cash or its equivalent, 
net current assets totaled $36,743,413, 
while current liabilities were only 
slightly more than $4,000,000. 

The company’s 1935 balance sheet 
disclosed total assets of around $552,- 
000,000. Adjusting those investments 
for’ which regular market quotations 
are available to conform with their 
quoted value at the end of 1935, the 
company’s total assets had an indicated 
book value of about $293,500,000. 
Deducting current liabilities and allow- 
ing for all of the outstanding preferred 
stock, there would remain a balance of 
nearly $144,000,000. The latter figure 


would be equivalent to more than $27 
a share for the common stock. If the 
same process is followed to give effect 
to the current increase in the value of 
securities held, the equity for the com- 
mon shares would amount to around 
$32 a share at the present time. 

The company’s largest single invest- 
ment is in the shares and option war- 
rants of affiliated companies, which, as 
already noted, had a market value of 
$143,763,000 at the end of last year. 
The balance of the company’s assets, 
less current liabilities, would be prac- 
tically sufficient to retire the two classes 
of preferred stock. Thus, further re- 
covery in the value of the shares of 
affliated companies could be directly 
reflected in the book value of the com- 
mon stock. 

Various estimates and computations 
have been made as to the ultimate value 
of the common stock should Electric 
Bond & Share be compelled, under the 
terms of the Public Utility Act, to 
divest itself of its interest in affliated 
holding companies. Too many factors 
now unknown would inevitably arise, 
should such a contingency eventuate, 
so that any estimate of the book value 
of Electric Bond & Share common at 
this time would be hardly more than 
a statistical pastime. 

Accepting the situation as it exists at 
the present time, the shares of Electric 
Bond & Share seem worthy of both in- 
vestment and speculative consideration. 
Both classes of preferred are backed 
hy a good record of continuous pay 
ments and at 77, the $5 issue yields 
around 6.5 per cent, while the $6 issue 
yields nearly 7 per cent at 86. Both 
issues combine a liberal yield with pos- 
sibilities for further price recovery in 
an attractive measure. At 23, the 
common is quoted about ten points be- 
low its indicated book value, and fur- 
ther assurance of the company’s status 
under the Public Utility Act accom- 
panied by evidence of sustained im- 
provement in the position of afhliated 
companies, can only result in narrow- 
ing the present spread. 

In summary, therefore, these conclu- 
sions stand out: Participation in the 
United Gas situation through the 
medium of that company’s common 
stock would be a highly speculative 
venture. The common stock of Elec- 
tric Power & Light is primarily a long 
pull vehicle, while of the three junior 
issues under discussion, Electric Bond 
& Share common appears to represent 
the best investment value at this time. 
The prior position of the United Gas 
preferred shares is a point in their 
favor but possibilities for greater price 
appreciation would seem to lie in the 
preferred shares of Electric Power & 
Light, while the preferred shares of 
Electric Bond & Share possess distinct 
merit for income. 








When the Company Turns 
Investment Trust 


(Continued from page 765) 








of a debt. Other lands have been ac- 
quired since by purchase. Then there 
is Standard Oil of Indiana’s important 
interest in Standard Oil (New Jersey). 
This was acquired when the latter 
bought the foreign properties of Pan 
American Petroleum & Transport, In- 
diana subsidiary. Would one say in 
the case of Bridgeport Machine that the 
lease should merely have been held un- 
til a purchaser came along, or in the 
case of Standard Oil of Indiana that the 
Jersey stock should have been distrib- 
uted immediately to its own stockhold- 
ers? This is not an easy question to 
answer; it would seem that all similar 
cases were best decided on their indi- 
vidual merits. Admitting the lack of 
a logical reason, the writer is perverse 
enough to see little wrong with Bridge- 
port Machine’s development of its oil 
business, but feels that the Indiana 
Standard should get rid of its Jersey 
stock. 

Oh, the strange things that companies 
will buy and the curious things that 
they will do with their stockholders’ 
money. Colgate-Palmolive-Peet gam 
bles on the price of gold and holds a 
million dollars’ worth abroad. Glidden, 
well-known manufacturer of paints and 
varnishes, some time ago moved into 
trade-marked foods and currently is 
doing very well, but whether it is the 
paint part of the business or whether 
it is the food part that is bringing in 
the money no outsider knows. Simmons 
—the mattress people—still remember 
an unfortunate header into Berkey & 
Gay, furniture stores. Peerless Motors 
went through the wringer and emerged 
a brewery. And just look what Ameri- 
can Machine & Metals, successor to 
Manhattan Electrical Supply of mani- 
pulative fame, does. It has a manganese 
and silver mine; it turns out a smart 
line of beauty parlor and barber shop 
equipment; it is a manufacturer of 
laundry machinery and centrifugal ma- 
chinery used by other industries; it 
makes castings and machinery for the 
production of tooth-brushes; it turns out 
a wide variety of gasoline station equip- 
ment and not long ago acquired a fan 
and blower business; in September last 
year a part interest in a concern dis 
tributing brewery equipment was ac- 
quired. 

One can go on almost indefinitely. 
Over the past ten years or so, Savage 
Arms has expanded a line of firearms 
to include washing and ironing ma- 
chines, refrigerators and health motors, 
and has just entered the air-condition- 
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The Facts 
Stocks 


OW often you have seen your 

broker consult Adjustable Stock 
Ratings to quickly give you some de- 
sired facts! 


But have you considered how help- 
ful—how interesting it would be for 
you to have all the essential facts on 
every leading common and preferred 
stock at your fingertips? 


Whether you want to keep a check 
on the securities you now hold—or if 
you want the latest available facts on 
the securities you may think of buying 
—Adjustable Stock Ratings can repay 
you its small subscription price many 
times over in a few days or weeks. 


It Tells Youm— 


What is the ticker symbol? What 
stock is represented by some unfamiliar 
symbol? 


On what exchange is it listed? 


What is the outlook for the industry? 
—the company? 


What is its line of business? 


Is there a large funded debt outstand- 
ing? 

Are there a large number of shares 
outstanding ?—or just a small floating 
supply? 

What is the par value?—the dividend 
rate?—-when is the dividend payable? 


What were the 1934 and 1935 earn- 
ings? How do earnings for the last 
quarter compare with the same period 
last year? 


What is the 1935 and 1936 high and 
low price? 


Revised Each Month 


These are the facts Adjustable Stock 
Ratings can give you every month on 
every one of the leading common and 
preferred stocks listed on the New 
York Stock Exchange and New York 
Curb Exchange and on leading bank 
and insurance issues. 
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You Want to Know About the 





You Hold or Plan to Buy! 


Furthermore, terse profit-pointing com- 
ments—based on intensive analyses, 
plus the technical position and in- 
vestment outlook—leave you in no 
doubt as to the future for any of these 
issues. 





112 pages of clear, readable 
type—all the latest informa- 
tion found elsewhere only in 
statistical works costing from 
$50 to $100 a year and up- 


wards. 


Adjustable Stock Ratings provides you 
with a comprehensive statistical hand- 
book at a very small price as com- 
pared with costs running from $50 to 
$150 for a timely statistical service of 
its class and character. 


What Subscribers Say 
“Every one should study this pub- 


lication before investing in stocks.”— 


F. M. O., St. Louis, Mo. 


“Candidly speaking, Adjustable Stock 
Ratings not only helps me_finan- 
cially, but puts me in touch with vari- 
ous industries in a way no other pub- 
lication does.”—E. D., La Grand, Ore. 


“In my work in an investment house, 
I find Adjustable Stock Ratings help- 
ful a hundred and one times a day. 
It is the handiest and most easy to use 
of any work of its kind I have seen.” 
—G. L., New York, N. Y. 


Only $2.50 a Year 


You may check only Adjustable Stock 
Ratings on the coupon below. But, 
if you are not already a subscriber 
to The Magazine of Wall Street, we 
urge you to consider the combination 
offers made there. 


Not only can you take advantage 
of limited-time rates to The Magazine 
of Wall Street and Adjustable Stock 
Ratings—but your subscription now 
will give you the privilege of consult- 
ing our Personal Service Department 
on your investments—-as many as three 
at a time, and as often as reasonably 
required. 


Note that your subscription will also 
include our 1936 Manual as long as 
the supply lasts. 


Subscribe Now! 








The Magazine of Wall Street, 90 Broad Street, New York, N. Y. 
Enter my subscription to “ADJUSTABLE STOCK RATINGS” as checked. 


OC) Adjustable Stock Ratings, 1 year 


$2.50 


) Adjustable Stock Ratings ($2.50) and The Magazine of Wall 
Street ($7.50) including the 1936 Manual described elsewhere 
in this issue, also privileges of our Personal Inquiry Service 


CJ Both six months. 


Includes 1936 Manual and privileges of Per- 
sonal Inquiry Service............ 


Canadian or Foreign Subscriptions for Adjustable Stock ie 
e 


only, same price as above. 


Magazine of Wall Street, add postage; 1 yr. $1; 6 





On Combination C*ffers including 


mos. 50c. 





ing field. Talking about firearms, Colt 
is in dish-washing machines, plastics 
and brake-lining. American Chain, 
one of the largest manufacturers of 
chain in the world, turns out blades for 
the Schick razor, mattresses, nails and 
air compressors. American Car & Foun- 
dry’s boats are well known. 

All these examples are not meant to 
typify reprehensible diversification, of 
course; they have been given merely to 
illustrate the strangeness of bed-fellows 
in certain quarters. Some undoubtedly 
can be justified, others not. If any gen- 
eral rule can be laid down for the use 
of stockholders’ money in unrelated en- 
terprise, it is this: Unless a corporation 
can make use of the element of “con- 
trol”, investments should not be made 
apart from United States Government 
bonds; neither in the majority of cases 
should “involuntary” investments unre- 
lated to the company’s own business be 
retained or exploited; finally expansion 
of any business into unrelated lines is 
justified only if existing facilities can 
be adapted with comparatively little 
expense. The business of a corporation 
is to make money in its acknowledged 
line and distribute it to stockholders. 
With all its objectionable features, if 
the new tax on undistributed earnings 
can cut down materially corporate kite- 
flying it will at least have its silver 
lining. 








What the Federal Trade 
Commission Is Trying to Do 


(Continued from page 769) 








Society organized on individual capi- 
talistic lines must maintain competition 
or evolve into state capitalism—nation- 
alized industries. It is notorious that 
the socialists frantically welcome the 
approach of any corporation to monop- 
oly in its field. That is because it 
makes the organization of the social- 
istic state easier and inspires propa- 
ganda for it. Competition according 
to fair rules does not mean that business 
growth is opposed or great size is tabu. 
There will be plenty of opportunity for 
the little fellow if his big competitors 
are compelled to fight fair. Also there 
will always be a real need and a wide 
field for huge business institutions. 


Such is the conception of this gov- 
ernment at any rate, and it is primarily 
through the Federal Trade Commission 
that the business fight is conducted in 
the national arena according to well 
tested and generally accepted rules of 
fair trade practices. There was a time 
when every competent business man 
could look after himself in any sort of 
a business fight, fair or foul. That day 
is gone. To maintain individualism we 
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must support the individual in his right 
to a fair contest. If you don’t like in- 
dividualism and free and fair competi- 
tion, don’t blame the Federal Trade 
Commission but see Congress and the 
American people and arrange for an 
alteration of our political and economic 
principles and customs. 








International Telephone & 
Telegraph Co. 


(Continued from page 788) 








would be in a position to develop earn- 
ings which would justify substantially 
higher levels for the shares. Recent 
quotation 17. 


Cooper-Bessemer Corp. 


Diesel Engine Demand Turns Earn- 
ings from Red to Black— 
Recent Price $17 


Earnings of Cooper-Bessemer Corp. 
have been somewhat slow in respond- 
ing to better business generally but the 
company’s prospects at this time are 
definitely in favor of increased accelera- 
tion. The company manufactures Diesel 
engines, as well as gas engines and com- 
pressor units utilized for the transmis- 
sion of natural gas. This type of busi- 
ness succumbed early to the forces of 
depression and the company reported 
losses in each year from 1930-1934 in- 
clusive. These losses, however, were 
not too great and the company’s finances 
were well maintained. At the end of 
las® year, current assets of more than 
$3,300,000 compared with current lia- 
bilities of $123,522. 

Emerging from a period of unprofit- 
able operations last year, the company 
reported net income of $16,415, equal 
tu 19 cents a share on 83,402 shares of 
$3 preferred stock. In 1934, a loss of 
$147,803 was shown. Recently, the 
company reported unfilled orders 
amounting to $1,448,624, an increase of 
about $1,000,000 over the business on 
hand January 1, 1935. Recently the 
company was awarded an order by the 
Panhandle Eastern Pipe Line Co., the 
size of this order making it the largest 
of its kind to be placed since 1930. 
Meanwhile, the company continues to 
explore the possibilities of developing 
the wider use of Diesel engines, and 
orders on hand for Diesel units include 
such new fields as ferry boats, oil field 
drilling and railroad and industrial 
switching locomotives. Last year the 
company merged its two shop depart- 
ments and the resulting economies 
should be effective in the current 
months. 


In addition to the preferred shares, 
there are 198,000 shares of common 
outstanding. There is no funded debt. 
Accumulations of unpaid dividends on 
the preferred shares amount to $14.25 
each, or a total of less than $1,200,000 
for the outstanding shares. Recently 
quoted around 17, the common suggests 
itself primarily as a long pull issue. 
Prior to the depression, however, the 
shares had substantial earning power, 
and with such factors as increasing evi- 
dence of business revival in the heavy 
industries and the probability of in- 
creased use of oil pumping equipment 
with declining pressure in flush fields, 
interesting speculative possibilities may 
be credited to the common stock. 








American Smelting & 
Refining 
(Continued from page 774) 








bulk of the company silver production 
is foreign, subject to world price rather 
than to the arbitrary price of 77 cents 
an ounce for newly mined domestic 
silver qualified for delivery to United 
States mints. 

We must conclude, therefore, that 
silver offers a highly uncertain basis 
for longer-term speculation in Ameri- 
can Smelting common, though it at 
least appears probable that profits in 
this branch will not compare unfavor- 
ably with past normal profits, for the 
reason that the world price now is 
well below the average of 1924-1929, 
when there was no Treasury interven- 
tion and should be able to work mod- 
erately higher on general industrial re- 
covery and rising commodities, subject, 
of course, to the unpredictable influence 
of our Treasury policy. 

American Smelting is not a major 
producer of copper, its profits in this 
field deriving largely from treatment 
of ores for others, notably Kennecott 
Copper — also a Guggenheim enter- 
prise— and from treatment of and 
dealings in reclaimed or “secondary” 
copper. Hence, enlarged volume of cop- 
per demand is of first importance, 
though secondarily higher prices pre- 
sumably would enable the company to 
obtain higher toll profits for treatment 
of ores. It handled 204,452 tons of 
copper last year, an increase of around 
30 per cent over 1934; and the year- 
end domestic price was 9.025 cents a 
pound, against 8.775 at the end of 
1934. The year’s volume, however, 
was less than one-third that of the 
record year 1929. 

The highlights of the copper situa- 
tion are that foreign recovery in con- 
sumption has run far ahead of that 
in this country; that the current for- 
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eign price of 8.95 cents, while under 
the domestic prices—which is pro- 
tected by a 4-cent tariff—is up sharply 
from the 6.70 quotation at the end of 
1934; that because of rapid develop- 
ment of low cost production in South 
America, Canada and Africa in com- 
paratively recent years this country 
will never again have the dominant 
position in the world market that it 
formerly held. 

Regardless of the tariff protection, 
the world price tends to exert at least 
a psychological influence on the do- 
mestic price. Only production control 
sustains the present world price. It is 
high enough to yield satisfactory pro- 
fits to the large low cost producers and 
higher prices would bring in more 
production. In the domestic position 
the chief brake on prices is that any 
considerable rise would bring out a 
flood of “secondary” copper, the busi- 
ness in which in recent years has been 
a very considerable proportion of all 
copper business. Hence a supportable 
price rise must be gradual and in line 
with rising consumption. Regardless 
of general commodity trends—which, 
incidentally, have not been upward 
thus far this year—it is to be doubted 
copper could go above 10 cents in 
1936, if that high. 

As to prospective demand, some new 
uses are opening up, but are of longer, 
rather than nearby significance. Gen- 
eral industrial demand and demand by 
the motor industry will show further 
improvement this year and a prospec- 
tive gain of probably more than 100 
per cent in residential construction will 
likewise enlarge copper volume. Nor- 
mally, however, the utilities are by 
far the biggest buyers of copper and 
copper products and utility capital ex- 
penditures this year will be only mod- 
erately larger than last year. More- 
over, no such great utility expansion 
as occurred in the decade prior to the 
depression is likely for some time. On 
the whole, another gain of 20 to 30 
per cent this year in copper handled 
by American Smelting would be emin- 
ently satisfactory, leaving the total 
still less than half that of 1929. 

The company’s output of lead last 
year was 369,600 tons, as compared 
with 329,844 in 1934 and with 545,000. 
Dollar value at year-end price of 4.50 
cents a pound would figure around 
$33,210,000, against $68,000,000 for 
s‘milar 1929 comparison; and would 
compare with around $36,000,000 for 
copper last year, against $210,000,000 
in 1929. 

Demand for lead is running around 
10 per cent ahead of a year ago and 
price of 4.60 today compares with 3.70 
at the close of 1934, but with 6.25 in 
1929 and as high as 7.80 in 1926. 
Stocks are plentiful and, the metal 
being virtually indestructible like cop- 
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per, large secondary production 1s an 
effective brake on prices. The outlook 
may be described as modestly favor- 
able, with full recovery dependent 
largely on the capital goods industries, 
construction and utility buying. The 
company has large lead production and 
assured large toll business from St. 
Joseph Lead Co. on long term contract. 

Zinc occupies a relatively favorable 
position and, while secondary to the 
other non-ferrous metals in gross vol- 
ume of American Smelting’s business, 
is an important source of profits. Vol- 
ume handled last year was 64,173 tons 
or only slightly less than previous rec- 
crd high of 66,040 tons in 1930. The 
applications of the metal are wide, 
extending to various consumption 
goods, as well as capital goods, indus- 
tries—a fact which accounts for a 
much smaller depression decline than 
occurred in copper and lead and a 
faster recovery. New uses, such as 
die-casting, are important; and in paint 
manufacture the metal has cut more 
and more into other pigments. Finally, 
most zinc—once marketed—is _per- 
manently consumed, so that secondary 
output is unimportant. Current price 
is 4.90 cents a pound, against 3.725 at 
the end of 1934 and 5.45 at close of 
1929 and the trend should be upward. 


The Financial Setup 


On the financial side, suffice it to 
say that American Smelting leaves 
nothing to be desired. Working capi- 
tal, including approximately $19,714,- 
Q00 cash items, was $72,461,295 at 
the start of this year or moderately 
higher than at the close of 1929. In- 
ventory policies — though necessarily 
complicated by the diverse require- 
ments of the business—are conserva- 
tive and the substantial inventory re- 
serves now set up are very unlikely 
te be drawn upon for some time to 
come, in view of the improbability of 
any renewal deflationary cycle in met- 
als over at least the next several years. 

The fixed property account, as re- 
valued last year, is carried at only $49,- 
809,633 depreciated value, or sub- 
stantially less than working capital. 
The conservatism of this account is 
suggested by the fact that the company 
began its career in 1899 with valuation 
cf $105,820,000, including intangibles, 
and since that time has made cash ex- 
penditures for property account of 
$159,349,000 and written off $164,- 
941,000. While property values are 
very largely a matter of opinion, it ap- 
pears to us a safe assumption that these 
properties are worth fully double stated 
value. It is also worth noting that 
charges for depreciation and depletion 
last year were $5,791,790 or only mod- 
erately less than the $6,336,250 in 
1929, despite fact 1929 property valu- 





This Ad 
Can’t Tell You 


(1) WHICH Stocks to Buy 
(2) WHAT Prices to Pay 
(3) WHEN to Take Action 


ET that is knowledge every investor 
\ must have available and apply if he 

is to be successful over a period of 
time. 
And—in a period such as the present— 
after an irregular and reactionary market 
for 8 weeks, this information is even more 
vital than it is normally. Do you know 
how to interpret recent market action? Is 
it favorable or unfavorable? Should 
stocks be sold, held or bought? The way 
you answer these questions determines the 
profits you make. 
Successful investors recognize and evalu- 
ate all the factors that make for market 
action. They know that market prices 
rise or fall because of forces that lie within 
the market itself. And they know that 
these forces can be analyzed and in- 
terpreted—and that the future course of 
the market and of individual stocks can 
be foretold with a far greater degree of 
accuracy than is_ generally believed 
possible. 

2 Ways of Knowing 


There are two ways of obtaining this 
knowledge for your own use. (1) By mak- 
ing your own deductions—a long and 
costly method for which few are qualified. 
Or (2) by sharing in the maintenance of 
a specialized organization whose record 
proves that it has unusual ability for such 
work. 


A. W. Wetsel Clients Kept Advised 


No. This ad can’t tell you what action to 
take now. But Wetsel clients are kept ad- 
vised. They are told WHICH stocks to buy 
and WHICH stocks to sell. They are con- 
stantly kept advised on WHAT tto do. 
Since 1927, Mr. Wetsel has foretold a vast 
majority of all major and intermediary 
price swings. And he foretells these 
changes far enough in advance to give 
you full advantage—thereby increasing the 
protection of your account and giving you 
greater profit benefits. Yet the cost of this 
service, which is shared by hundreds of 
investors throughout this and other coun- 
tries, is relatively small to each client. 
Why not investigate this service for vour- 
self? See why it should place the odds in 
your favor and make you more consistently 
successful. 


Send for Free Booklet 


Send coupon for our booklet “How to 
Protect Your Capital and Accelerate Its 
Growth.” It tells how market movements 
can be foretold and explains the exclusive 
methods developed and used by Mr. Wet- 
sel. It tells why this service can be of 
such value to you yet cost so little. Send 
the coupon now. 


A. W. WETSEL 
ADVISORY SERVICE, INC. 


The only Investment Counsel Organization under 
the direction of Mr. etsel 


Chrysler Bldg. New York, N. Y. 


Please send me free a copy of your booklet, 
‘*How to Protect Your Capital and Accelerate 


Its Growth.’’ 

MWS-6-113b 
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New York Curb Exchange 














Active Issues 
Quotations as of Recent Date 


1936 
Price Range 
—————. Recent 
Name and Dividend High Low Price 
Alum. Co. of Amer......... 152 87 14% 
Amer. Cyanamid B (.60).... 4034 29%; 87 
Amer. Gas & Elec. (1.40)... 4834 3714 38% 
Amer. Lt. & Tr. (1.20) ...... 25 17% 23% 
Atlas Corp. ($.40).......... 164 «13 1354 
Bower Roller Bearing (1)... 29144 23 25% 
Deter Mes. :...;..........° 20% 1% 934 
Cities Service.............. 7% 3 5% 
Cities Service Pfd...... 69% 414% 62% 


Colum. G. & E. cv. Pfd. (5) ; 114 93 110% 
Commonwealth Edison (4).. 112 97 103 


Compo Shoe (.50).......... 16 11% 165 

Consol. Gas Balt. (8.60)..... 9074 84 88 

0 a a re 2944 25% 25% 
Creole Petroleum (f.20).... 3434 1974 29% 
Doehler Die Casting........ 353, 28 82% 
Elec. Bond & Share........ 2546 1534 235% 
Elec. Bond & Share Pfd. (6). 87 74% 38855 
Ex-Cell-O A.& T.......... 235 19% 22% 
Ferro Enamel (.80)......... 4044 28% 39% 
Flintkote A (*1)........ 60% 387% 47% 


Ford Mot. of Can.“A” (1.60). 983% 24% 24% 
General Tire.......... 93 873 85 


* Includes extras. { Paid last year. { Paid this year. 


1936 
Price Range 
———. Recent 
Name and Dividend High Low Price 
Glen Alden Coal (1)........ 18% 144% 14% 
Gulf Oil of Pa. (1.25) ....... 98 72 96% 
Hall Lamp ({.10)........... 834 5% 8% 
Hudson Bay M. & S. (1).... 2834 2234 26% 
TY 164% 6234 725% 
Imperial Oil (*.50)......... 2444 20 235% 
Jones & Laughlin........ .. 483% 80 39% 
Lake Shore Mines (*2)..... 594% 61 5354 
Lynch Corp. (2)............ 554% 8454 46% 
Mueller Brass (.80)........ 3514 26% 31% 
National Sugar Ref. (2)..... 28% 23 27 
New Jersey Zinc (2)........ 92% 6944 90 
Newmont Mining (2)....... 9634 744% 91 
Niagara Hudson Pwr....... 11% 8% 10% 
Niles-Bement-Pond........ 44% 324% 4034 
Pan-Amer. Airways (1)..... 663, 45% 61 
Parker Rust Proof......... 28 25 27 
Pepperel Mfg. (8).......... 70% 61 63 
. Perfect Circle (2).......... 41 37 37 
Pitts. Pl. Glass (*2)........ 1314% 98% 131% 
Sherwin-Williams (4)....... 14534 11844 140% 
South Penn Oil (*1}4)...... 40% 3244 40% 


United Shoe Mach. (*2.50).. 90 83 8814 











ation was more than twice as large 
as at present. 

In the management of President 
Guggenheim and ex-lawyer Francis H. 
Brownell, chairman of the board of 
directors, and their “team,” there is 
likewise nothing to be desired, as the 
record indicates. i 

About the only fly in the ointment 
for American Smelting that we can 
see is taxation—which is common to all 
business enterprise and therefore may 
just as well be left out of the reckoning 
—and the unsettled political outlook 
in Mexico, where the company has 
large investments. As a venture in 
speculation on our part, we hazard 
the opinion that Smelting will manage 
to keep on making satisfactory profits 
on its Mexican investments. 

Thus far this year the company has 
paid dividends on its common shares 
at an annual rate of only $1.60. Ob- 
viously, earnings and financial position 
would justify a higher distribution; 
and the pending Federal tax on undis- 
tributed corporate profits may very 
well influence a more generous pay- 
ment, depending on the final rates 
written into the law. The stock, how- 
ever, usually sells on an earnings basis, 
rather than yield basis. Relative to 
other first class equities, it is moder- 
ately priced in the current market at 
84; the basic trend in metals is in its 
favor and the longer term speculative 
probabilities of appreciation are, in our 
opinion, very considerable. 








Phillips Petroleum Co. 
(Continued from page 787) 








all products last year was the largest 
in its history and the increase in sales 
was greater than the average for the 
industry as a whole. As a result, gross 
income of $92,748,873 was the largest 
that the company has ever shown. Net 
income of $13,421,703 in 1935 com- 
pared with $5,757,308 in 1934. Ex- 
cluding treasury stock, earnings last 
year were equal to $3.23 a share on 








Earnings Per Share Recent 
1935 1934 Price Div. Yield 
$3.24 $1.38 $49 $2.00* 4.0% 


*Incl. extras. 








4,152,836 shares of capital stock, while 
earnings on the outstanding stock in 
1934 amounted to $1.38 a share. 

In Phillips Petroleum may be found 
all of the fundamental elements of a 
soundly conceived enterprise. Not only 
does the company possess large reserves 
of raw materials which can be cheaply 
produced, but it has developed the efh- 
ciency of its transportation, manufac- 
turing and distributing facilities to a 
point which produces important oper- 
ating economies. The company’s in- 
ternal policies have been consistently 


directed both toward the fortification 
of its position in the oil industry and 
in important complementary fields, and 
in each it has attained an important 
position. These policies should in the 
future return increasingly larger re- 
wards, as well as impart an important 
measure of stability to operations from 
year to year. The latter is particularly 
important for a company identified 
with an industry which has been no- 
toriously unstable. 

In recent years there has been a not- 
able strengthening in the company’s 
finances. Funded debt has been elimin- 
ated and notes payable (due this year) 
of $5,000,000 and serial notes of $14,- 
000,000 constitute the entire capital in- 
debtedness. Refunding operations and 
bond retirements last year reduced in- 
terest charges $1,200,000 annually, 
which means a saving equal to 29 cents 
a share for the stock. Current financial 
position at the close of the past year 
was excellent. 

The company has begun 1936 in an 
auspicious fashion, earnings for Janu- 
ary and February, according to official 
statements, being double those for the 
same months of 1935. Unless some un- 
forseen development occurs to upset 
the strong statistical position of the oil 
industry, the current year promises to 
be a banner one for Phillips. Divi- 
dends, including an extra of 25 cents, 
totaled $1.25 a share last year and ear- 
lier this year the company paid a quar- 
terly dividend of 25 cents, plus an 
extra of 25 cents. The prospect of 
further extras appears sufhciently as- 
sured to regard the shares as being on 
a $2 basis. At 49, the shares still yield 
a fair return and have considerable 
long term merit as an equity in a com- 
pletely integrated and progressive oil 
company. 








Significant Foreign Events 
(Continued from page 773) 








were hints last week in the Italian press 
that the fictitious gold standard was 
becoming onerous and that strictly man- 
aged currency might be preferable. 
Whatever subversive devices Italy 
may undertake to solve her internal 
monetary problems, the effect of sanc- 
tions is not likely to increase materially 
the present financial strain. The chan- 
nels of re-export trade through Ger- 
many and Austria from England, Bel- 
gium and France are devious—marks of 
origin are difficult to define, but it is 
fairly clear from the analysis of Euro- 
pean commercial statistics that Italy is 
receiving a continuous inflow of for- 
eign products, at least as much if not 
more than she can legitimately afford. 
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As I See It 
(Continued from page 753) 








his opponent in an attempt to avoid 
giving way anywhere or giving up any- 
thing, except “in principle.” There is 
no consideration for the future of 
Europe or the good of mankind. 

In our own country, what better ex- 
ample is there of the intellectual and 
moral deficiency than the behavior of 
state officialdom in the Lindbergh case. 

Dr. Carrel’s book comes at a time 

when there is a general revulsion of 
feeling against the decadence with 
which all people have been threatened 
since 1914. Too long has cunning been 
confused with intelligence—might with 
justice. 
_ It is to be hoped that Dr. Carrel’s 
inspiration will contribute toward an 
awakening of the truth that real intel- 
ligence, and morality are very closely 
related—that moral sense supplies the 
balance which man’s intelligence re- 
quires—that when this balancing force 
is absent, people and nations decline. 

Man must learn to know himself to 
live in freedom, equality and happiness. 
We cannot make over the whole world 
In one generation, but we can indi- 
vidually make our contribution. 











Where Should Liquor Stock 
Sell in 1936? 


(Continued from page 781) 











fully stabilized, so are the stocks unsea- 
soned and in some cases probably not 
fully digested. As a generality it is 
probably true that the floating supply 
of liquor shares is larger, relative to 
capitalization, than is true of more sea- 
soned industrial equities. 

7. A kind of bad “odor” attaches 
to liquor securities. Prohibition still 


has many advocates, even though they 
constitute a minority; and many people 
who have moral scruples against drink- 
ing, either moderate or immoderate, 
have similar scruples against investing 
in the liquor business. In the minds of 
others there is a lingering distaste for 
the cutthroat methods of the industry 
not uncommon in the years before Pro- 
hibition. Finally, still others remember 
the overplayed boom in liquor stocks in 
the summer market of 1933 and the 
ensuing collapse. 


The Favorable Factors 


1. Nine states went “wet” last 
year, bringing the total to forty-one; 
and the chances are that at least three 
more will fall into line this year, thus 
increasing the legal market. 

2. Lower prices and continuing re- 
covery in public purchasing power will 
substantially expand the present per 
capita consmption of liquors; and there 
is room for a very large consumption 
gain even in the event that the long- 
term temperance trend may preclude 
full recovery of the pre-Prohibition per 
capita consuming rate. 

3. The legal industry appears to be 
gradually gaining a larger share of the 
total market as lower prices, increased 
public purchasing power and tighter 
Treasury enforcement work against the 
bootlegger. 

4. In all branches of the industry 
the heaviest havoc among the “weak 
sisters” already has occurred; and fur- 
ther gradual weeding out will take the 
industry closer to stability from now 
on. 

5. The industry is probably rela- 
tively near the point at which stocks 
of ageing liquor will be adequate, at 
which point the present drain on work- 
ing capital should relax, current with- 
drawals from bonded warehouses 
should more nearly approximate cur- 
rent production going into storage and 
a larger proportion of earnings should 
be available for stockholders. 

6. The larger companies now ap- 








MARKET STATISTICS 


N. Y. Times ——-Dow, Jones Avgs.— 


40 Bonds 30 Indus. 
Monday, March 28.......... 87.67 157 62 
Tuesday, March 24......... 87.73 156 56 
Wednesday, March 25....... 87.64 157 88 
Thursday, March 26........ 87.63 157.73 
Friday, March 27........... 87.41 155.52 
Saturday, March 28......... 87.46 155.54 
Monday, March 80.......... 87.35 155.37 
Tuesday, March 31......... 87.23 156 34 
Wednesday, April1......... 87.44 158.96 
Thursday, April2........... 87.58 160.43 
Driday, April's... 2... oes 87.61 160.09 
Saturday, April4............ 87.61 161.50 








N. Y. Times 
50 Stocks 

20 Rails High Low Sales 
47 53 122 26 120.76 1,678,550 
47 53 123 14 121 32 1,903,340 
47 56 122 80 120 88 1,907,730 
47 85 123 44 121.65 1,872,130 
47 17 122 11 120 14 1,553,202 
47.16 120.73 119.99 656,780 
46 81 121.22 120.22 946,500 
46 93 121.42 120.18 1,041,170 
47 70 123 49 121.75 1,686,700 
49 04 125.05 123.28 2,194,610 
48 58 125.15 123.74 1,562,770 
49.10 125.15 123.95 1,011,470 











Y ou can profit by 
the new business 
and market trends 


© Every issue of THe Maca- 
ZINE OF WALL STREET brings 
you a clear picture of the 
many far-reaching develop- 
ments in business, economics 
and politics—two to three 
months ahead of the regular 
“news” channels. 


It can keep you posted on 
your present investments— 
point out new opportunities. 


MA important profit $y 
pointing issues, for 








The MAGAZINE of WALL STREET 
90 Broad St., New York, N. Y. 

C I enclose $1.00. Send me the four is 
sues of The Magazine of Wall Street be 
ginning with your next issue. 

0 If you would like to have this special 


offer cover eight issues instead of four, 
check here and enclose $2.00. 




















KEEP POSTED 


The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue. They 
will be sent free upon request, direct from 
the issuing houses. Please ask for them by 
number. We urge our readers to take full 
advantage of this service. Address Keep 
Posted Department, The Magazine of Wall 
Street, 90 Broad Street, New York, N. Y. 











‘ODD LOT TRADING’’ 
John Muir & Co., members New York 


Stock Exchange, are distributing their 
booklet to investors. (225) 

‘‘TRADING METHODS’’ 
This handbook issued by Chisholm & 
Chapman, contains much helpful informa- 


tion for traders. A copy together with 
their Market Letter will be mailed upon 


request. (785) 


“HOW TO PROTECT YOUR CAPITAL 
AND ACCELERATE ITS GROWTH”’’ 
Is the title of an interesting booklet by 
A. W. Wetsel Advisory Service. Copy 
will be sent on request. (936) 


MARGIN REQUIREMENTS, COMMISSION 
CHARGES 
J. A. Acosta & Co., have prepared a fold- 
er explaining margin requirements, com- 
mission charges and trading units. Copies 
gladly sent investors and traders, (939) 


MAKING MONEY IN STOCKS 
This booklet, issued by Investors Re- 
search Bureau, will be sent free to in- 
vestors upon request. (953) 


UNITED BULLETIN 
Bulletin giving definite advice on leading 
stocks is issued by United Busines Ser- 
vice. Free copy sent on request. (954) 


WEEKLY STOCK MARKET REVIEW 
This will be sent to you upon request 
without any obligation by H. M. Gartley, 
Inc. (989) 
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Bank, Insurance and 
Investment Trust Stocks 














Active Issues 


Quotations as of Recent Date 


BANK AND TRUST COMPANIES 


Bid Asked 
a Soe 60 62 
Bank of Manhattan (1}4)........ 28 2914 
Bank of N. Y. & Trust (14)....... 472 482 
Central Hanover (4)............. 112 115 
0 Se 41 
ee 57 59 
OS er 3416 8644 
Corn Exchange (8).............. 634% 644% 
a oh k's x0. © 00.06 234% 244 
First National (100).............1970 2010 
CCD oh occinscewsesies'e 287 292 
Sevag Teast (00) .....:......... W655 1634 
Lawyers Trust (2.40)............ 48 51 
Manufacturers (*1.25)........... 50% 52144 
ok OS 112 115 
United States Trust (°70)........2015 2065 

INSURANCE COMPANIES 

TER BED TEED) ooo iesn soc nscees 53 56 
Oe 37 39 
cg | rr.) | 31% 
Glen Falls (1.60). .............. 40% 424% 
Globe & Rutgers................ 47 50 
Great American (*1.20).......... 30 32 


* Includes extras. 








pear to be adequately supplied with 
working capital as a result of conserva- 
tion of profits, stock financing or both; 
and in most instances both total work- 
ing capital and cash resources now 
show substantial improvement as com- 
pared with the figures of a year ago. 

7. The industry shows every evi- 
dence of having taken to heart the les- 
son of Prohibition, with the result that 
a sense of public responsibility is re- 
flected in the advertising and mana- 
gerial policies of the more important 
concerns. 

8. Since the leading liquor stocks 
either are paying relatively moderate 
dividends in relation to earnings or no 
dividends at all on common issues, the 
proposed Federal tax on undistributed 
corporate profits, if adopted in sub- 
stantially the form suggested by Presi- 
dent Roosevelt, should tend strongly to 
induce inauguration of dividends on 
such equities as Schenley and possibly 
to increase the present $2 distribution on 
National Distillers. Such a tax would 
have presented serious difficulties a year 
or so ago, but since working capital of 
most large companies has been built up 
substantially and since accumulation of 
warehoused stocks may be expected to 
begin tapering off in the not distant 
future, substantial distributions of 
earnings this year by some companies or 
beginning early next year at the latest, 


INSURANCE COMPANIES—(Continued) 


Bid Asked 

a Ts TED) one cc ce vcacedscs 364 38% 
a 76% 19% 
Se) eee reer 40 

National Fire (2)................ 73% 76% 
i & Ge |) 4 ar 864 904% 
a eee rere 525 655 

PP EMED sis oy ke os ese eho 625 635 

United States Fire (*1.70)........ 54% 56% 
Westchester F. (*1.40).......... 3614 3814 

INVESTMENT TRUSTS SHARES 

RETO GOED. 53.0 ¢5ses005s5505% 195% 20% 
Brit. Type Investors............. .43 .63 
oR ror 1854 19\% 
Corporate Trust—AA............ 3 36 Bare 

ob _ UR 26.78 28.84 
Incorporated Investors........... 22.68 24.39 
Blargiand Bund ... .. . ..scscvccs 19.71 21.81 
Massachusetts Invest............ 25.92 28 17 
Nation-Wide Securities B........ 4 40 4.50 
No. Amer. Trust Shares 1958..... 3.40 bones 
Quarterly Income Shares........ 1 61 1.77 
Spencer Trask Fund............. 20.33 21.62 
Uselps Voting Shares............ 1.14 1.22 











would appear a reasonable expectation. 
The inauguration or enlargement of 
dividends would tend to lift the market 
standing of such issues. 

9. Stock price-earnings ratios are 
to some extent a relative matter. Thus 
at present there are some signs of in- 
creasing investment and speculative in- 
terest in consumption goods equities 
generally, the movement apparently re- 
flecting a feeling that the majority of 
durable industry equities, however 
favorable the longer outlook, have 
probably run enough ahead of the cur- 
rent realities to justify a pause and a 
turning of attention to the laggard con- 
sumption goods groups. Such a ten’ 
dency should strengthen the market 
standing of the liquor shares. 

On the whole, balancing favorable 
and unfavorable factors, one must con- 
clude that there are valid reasons why 
liquor stocks tend to sell on a more 
modest price-earnings basis than the 
general run of strong industrials. On the 
other hand the current low market ap- 
praisals of the leading liquor issues— 
influenced to some extent by the pres- 
ent adverse seasonal factor—discount 
in large measure, if not fully, the un- 
favorable elements in a situation which, 
for the industry as a whole, is working 
toward stabilization and which should 
be subject to considerable improvement 
next autumn. 


Happening in Washington 
(Continued from page 757) 








Labor leaders admit privately that, 
in view of Chicago Judge Barnes’ de- 
cision in the Bendix case disapproving 
the whole National Labor Relations 
Act, chances are bad for the act when 
it reaches the Supreme Court. Hint 
that something awful will happen if 
such be the outcome. 


S E C’s bill for extension of trading 
in unlisted securities registration of 
over-the-counter dealers, etc., favorably 
reported by Senate Banking and Cur- 
rency Commission, will go through 
without amendment. 


Highway trucking operators, 
scared stiff by Pettingill bill, rallied in 
force before the Interstate Commerce 
Commission to win a temporary coun- 
ter victory over the railways in respect 
of the free store-door pickup and deliv- 
ery service which was to have been in- 
augurated by the eastern carriers on 
April 1. 

The new tariffs, ordered sus- 
pended until November 1, are typi- 
cal of the hot potato the I.C.C. has 
as administrator of the railway law 
and also of the Motor Carrier Act. 
The latter requires the Commission 
to administer it so as to protect “the 
inherent advantage of motor trans- 
portation.” Congress will probably 
spare the Commission another hot 
one by not passing water carrier 
regulation at this session. 


Stormy outlook for ship subsidy 
bill, and danger that shipping may lose 
its present benefits without getting any- 
thing to replace them. But President 
stands fast in original position that 
American flag must be kept on the sea 
at any cost.—Therefore count it prob- 
able that some action (perhaps of a tem- 
porary nature) will be taken, but if you 
are for action don’t go to sleep at the 
switch. 


Daily snapping and sniping at 
American Telephone & Telegraph Co. 
continues in the $750,000 inquisition by 
the Communications Commission. 
Nothing of importance is revealed, 
none will be. If anything is developed 
worth while it will be that corporations, 
like highly centralized governments, may 
be too big for efficient management, 
from some points of view. But com- 
pared with what the government of the 
United States is doing in trying to ad- 
minister the enormous enterprises of a 
business nature which it has under- 
taken during the emergency, the A.T.T. 
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at its worst so far appears to be a model 
of efficiency, fidelity and integrity. The 
fact that its much praised planning sys- 
tem did not provide for “the years that 
the locust hath devoured” is significant 
only as proving that 100 per cent eco- 
nomic planning is a delusion. But the 
company did provide in advance for 
the welfare of its people (its stock- 
holders) in those drab years, which is 
a lot more than the Government of the 
United States did. 


In Alberta, the kickback from 
the financial flops of the social credit 
scheme to create $25 a month for every 
body will put an end to something for 
nothing philosophy in that part of the 
world—according to reports received 
in Washington. “If unemployment 
should disappear tomorrow all the social 
reform hooey would go with it.” 


Currency inflation and the Town- 
send drive for $200 a month for every- 
body—twins of popular economic error 
—are out. Inflation has been deflated 
by the conviction that—in view of the 


failure of credit inflation and billions of 
public borrowing and spending to in- 
flate—there was no certainty of price 
ascension with the adding of a few bil- 
lions of pure paper money—and a good 
chance that reviving business would 
have a sinking spell. Townsend folly 
is dying of anti-delusion publicity in- 
jected by the special House committee 
of investigation. 

Popular emotion is sometimes as 

quick in reaction as in impulsion. 


No voluntary code of business 
regulation has come through the Fed- 
eral Trade Commission since that relict 
of N R A was left to it. Which is to 
say and employers and employees have 
not been able to agree. Except for the 
innertia of habit and the acceptance of 
practices that were introduced under 
N R A there remains no trace of that 
once dominating force in business. 

The objective of some sort of 
Federal control, however, remains 
fixed. Co-ordinator Berry is its visi- 
ble function. He is on the job all 
the time. Don’t overlook him. 





“Legitimate class warfare” is the 
way the left wing New Dealers, includ- 
ing some of the Madame de Staels of 
the Washington salons, characterize 
physical violence in putting over strikes. 
Said one of these philosophers of “opti- 
mum force”: “Few strikes, however 
righteous, would win without some 
threat or exercise of brutal force. The 
technique is to go as far as necessary 
without arousing the indignation of the 
community—a sort of limited civil war- 
fare—something above mere personal 
violence for its own sake and something 
below revolt. All successful labor lead- 
ers regard this sinister side of strikes as 
inescapable. Society must accept it as 
a bloody incident of social evolution, 
much less painful than a general strike. 
People who cannot understand why 
strike leaders declaim violently when 
pickets are not allowed to work their 
own sweet will in disdain of law and 
order must get this point of view. 
Those realists have come to believe that 
an unwritten law of progress entitles 
them to a certain degree of physical 
roughness.” 




















AAA Decision Discloses About Our Form 


Cumulative Index to Volume 
x to Vol 57 
Pages 1 to 56, Inclusive, Oct. 26, 1935 Pages 359 to 422, Inclusive, Jan. 18, 1936 
Pages 57 to 112, Inclusive, Nov. 9, 1935 Pages 423 to 486, Inclusive, Feb. 1, 1936 
Pages 113 to 174, Inclusive, Nov. 23, 1935 Pages 487 to 546, Inclusive, Feb. 15, 1936 
Pages 175 to 236, Inclusive, Dec. 7, 1935 Pages 547 to 610, Inclusive, Feb. 29, 1936 
Pages 237 to 298, Inclusive, Dec. 21, 1935 Pages 611 to 678, Inclusive, Mar. 14, 1936 
Pages 299 to 358, Inclusive, Jan. 4, 1936 Pages 679 to 746, Inclusive, Mar. 28, 1936 
Pages 747 to 810, Inclusive, Apr. 11, 1936 
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